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THE  TRADE  PROMOTION  COORDINATING 
COMMITTEE'S  REPORT 


WEDNESDAY,  SEPTEMBER  29,  1993 

House  of  Representatives, 
Committee  on  Foreign  Affairs, 
Subcommittee  on  Economic  Policy, 

Trade  and  Environment, 

Washington,  DC. 

The  subcommittee  met,  pursuant  to  call,  at  2:05  p.m.  in  room 
2172,  Rayburn  House  Office  Building,  Hon.  Sam  Gejdenson  (chair- 
man of  the  subcommittee)  presiding. 

Mr.  Gejdenson.  The  committee  will  stand  in  recess  for  15  min- 
utes. The  Secretary  is  about  to  leave  the  White  House,  so  we  are 
running  a  few  minutes  late. 

[Recess.] 

Mr.  Gejdenson.  Thank  you.  I  call  the  hearing  to  order.  I  thank 
you  for  everybody's  patience. 

Last  year  was  an  unusually  active  year  for  export  promotion  and 
export  finance  legislation.  One  of  the  legislative  highlights  was  the 
passage  of  the  Export  Enhancement  Act  that  Mr.  Roth  and  I 
worked  on,  and  I  had  the  privilege  of  chairing  the  conference  agree- 
ment of  that  bill  for  the  House  of  Representatives. 

With  the  enactment  of  that  legislation,  the  administration  is  re- 
quired to  present  to  the  committee  its  annual  report  of  the  Trade 
Promotion  Coordinating  Committee.  This  is  the  first  of  such  reports 
which  are  intended  to  enhance  coordination  and  streamline  Federal 
export  promotion  programs;  and  I  might  add,  they  fit  well  with 
Vice  President  Gore's  proposal  to  reinvent  government. 

[The  Trade  Promotion  Coordinating  Committee's  Report,  "To- 
ward A  National  Export  Strategy",  is  available  through  the  Depart- 
ment of  Commerce.] 

With  us  today  to  present  the  report  is  the  Chair  of  the  TPCC, 
the  Secretary  of  Commerce,  Ron  Brown.  Secretary  Brown  was  ably 
assisted  by  the  administration's  leader  on  export  finance,  Ken 
Brody,  the  Chairman  and  President  of  the  Export-Import  Bank  of 
the  United  States.  These  two  gentlemen  have  worked  tirelessly  and 
for  the  last  several  months  to  make  this  report  a  reality. 

Allan  Mendelowitz  will  also  be  testifying  before  the  committee, 
as  he  has  done  so  often  in  the  past.  Dr.  Mendelowitz'  numerous 
General  Accounting  Office  reports  on  the  problems  within  the  U.S. 
export  promotion  programs  and  his  testimony  before  the  House  and 
Senate  committees  of  jurisdiction  were  the  primary  reason  this  re- 
port was  placed  in  the  law.  And  this  committee  thanks  him  for  the 
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work  he  has  done  through  the  years  and  the  assistance  he  has 
given  this  committee  through  all  those  years. 

For  those  members  unfamiliar  with  TPCC,  let  me  provide  you 
with  a  bit  of  background  information  before  we  initiate  this  hear- 
ing. The  law  states  that  the  Secretary  of  Commerce  shall  chair  the 
TPCC,  its  membership  shall  include  the  Departments  of  Com- 
merce, State,  Agriculture,  and  Treasury,  the  Office  of  the  U.S. 
Trade  Representative,  the  Small  Business  Administration,  the 
Trade  and  Development  Agency,  the  Agency  for  International  De- 
velopment, and  the  Export-Import  Bank  of  the  United  States. 

Just  listening  to  that  list,  I  think  you  get  a  sense  of  why  we 
needed  a  coordinated  committee. 

The  TPCC  is  assigned  with  providing  a  governmentwide  strategic 
plan  for  carrying  out  Federal  export  promotion  and  export  financ- 
ing programs  and  providing  a  rational  budget  proposal  that  reflects 
the  President's  export  promotion  strategy. 

This  first  report  is  a  giant  step  in  the  right  direction.  The  new 
administration  was  handed  an  enormous  assignment,  and  they 
have  surprised  us  by  delivering  the  goods  on  time.  For  the  first 
time,  the  agencies  and  departments  responsible  for  export  pro- 
motion are  discussing  what  is  the  best  policy  for  the  country  and 
not  just  their  own  constituent  base.  And  I  want  to  thank  all  of 
these  gentlemen  for  their  dedication  and  work  on  this  issue  and  to 
say,  as  far  as  our  economy  is  concerned,  there  is  no  issue  that  is 
more  important  than  export  promotion. 

If  we  are  going  to  increase  the  wealth  of  this  Nation,  if  we  are 
going  to  put  Americans  back  to  work,  we  are  going  to  do  it  by  in- 
creasing exports;  and  in  my  own  State  of  Connecticut,  it  is  clear 
that  exports  are  the  future  of  our  economy. 

I  would  like  to  also  add — before  our  distinguished  witnesses 
begin  their  testimony,  I  would  like  to  express  my  wholehearted 
support  for  the  President's  moving  to  decontrol  computers  to  500 
MTOPS  and  to  raise  the  threshold  for  supercomputers  to  2,000. 
True  to  his  word,  the  President  has  taken  a  giant  step  to  bring 
badly  needed  reforms  to  U.S.  export  policy. 

While  many  issues  are  still  to  be  resolved,  this  is  the  most  intel- 
ligent and  farsighted  reform  taken  since  the  fall  of  the  Berlin  Wall 
at  the  end  of  cold  war.  It  is  the  first  time  that  U.S.  export  control 
policy  has  recognized  the  reality  that  the  cold  war  is  over.  Presi- 
dent Clinton  has  struck  the  proper  balance  between  U.S.  national 
security  and  our  ability  to  compete  in  foreign  markets,  consistent 
with  the  recommendations  that  Mr.  Roth  and  I  made  in  a  recent 
letter  to  the  President.  We  were  joined  by  Minority  Leader  Gep- 
hardt and  the  Minority  Whip,  Mr.  Gingrich. 

This  ends  controls  on  the  uncontrollable.  Computers  that  are 
commonly  available  will  no  longer  be  subject  to  onerous  and  out- 
dated controls.  The  President  has  enhanced  U.S.  credibility  with  its 
allies  in  our  desire  to  maintain  control  over  critical  technologies. 
Hopefully,  this  will  improve  our  bargaining  position  with  our  allies 
to  attempt  to  gain  further  cooperation  in  nuclear  and  missile  non- 
proliferation. 

By  reducing  the  number  of  licenses  required,  the  President  has 
made  it  easier  for  the  United  States  and  others  to  enforce  controls 
on  choke-point  technologies.  Had  the  President  not  taken  this  step 


with  advances  in  technology,  the  licensing  burdens  on  computer  ex- 
ports alone  would  have  grown  from  10,000  per  year  to  100,000  per 
year,  which  would  have  made  it  impossible  to  perform  intelligent 
review  or  to  enforce  licensing  requirements. 

A  critical  element  of  the  President's  proposal  is  to  maintain  exist- 
ing controls  on  exports  to  terrorist  countries  such  as  Iraq,  Iran  and 
others  terrorist  countries.  The  TPCC  report  states  that  by  January 
31,  1994,  the  administration  will  issue  a  status  report  on  rec- 
ommendations to  streamline  the  export  licensing  process  and  liber- 
alization of  export  controls.  Because  of  the  subcommittee  schedule 
in  rewriting  the  Export  Administration  Act,  January  31,  1994 
would  be  too  late,  especially  for  a  status  report.  We  really  need 
final  recommendations  no  later  than  December  1,  1993,  and  we 
hope  we  can  work  together  with  that  goal  in  mind. 

But,  again,  I  want  to  commend  the  administration.  This  is  some- 
thing that  will  make  it  easier  to  control  technology  to  terrorist 
countries  and  will  help  American  industry  maintain  its  leadership 
in  a  critical  area. 

[The  prepared  statement  of  Mr.  Gejdenson  appears  in  the  appen- 
dix.] 

Mr.  Roth. 

Mr.  Roth.  Thank  you,  Mr.  Chairman.  Mr.  Chairman,  I  want  to 
join  with  you  and  our  committee  today  in  welcoming  our  panel. 
And  I  am  going  to  be  very  brief  because  we  want  to  hear  their  tes- 
timony; and  we  have  a  good  turnout  in  the  committee  here  today, 
so  I  join  you  in  welcoming  the  panel. 

Secretary  Brown,  you  gave  a  really  great  speech  on  the  12th  to 
a  thousand  executives,  and  we  want  you  to  know  we  appreciate  it. 
I  had  a  tougher  time  because  I  had  to  go  out  in  front  and  speak 
to  the  250  people  that  were  demonstrating  against  NAFTA. 

But  today  we  examine  an  issue  that  is  vitally  important  to  our 
country's  future:  how  to  increase  exports  and  increase  jobs.  This 
committee  created  the  Trade  Promotion  Coordinating  Committee, 
and  it  is  appropriate  that  this  is  the  first  report  which  focuses  on 
reducing  export  controls. 

Export  controls  are  a  major  obstacle  to  increased  exports  and  to 
our  competitive  position  in  world  markets.  And  decontrols  an- 
nounced in  this  report  are  a  major  step  toward  the  goal  that  Chair- 
man Gejdenson  and  I  and  other  members  put  forth  in  a  recent  let- 
ter to  the  President.  And  this  report  will  help  our  subcommittee 
meet  the  goal  of  completely  rewriting  our  out-date  export  control 
law. 

Now,  the  test  is  whether  these  recommendations  will  actually  be 
carried  out.  Improving  exports  is  central  to  our  economic  growth, 
and  I  look  forward  to  the  testimony  today  and  how  we  can  improve 
these  programs  and,  therefore,  jobs  in  the  economy  here  in  Amer- 
ica. 

Thank  you,  Mr.  Chairman. 

Mr.  Gejdenson.  Thank  you. 

Mr.  Secretary,  Mr.  Brody,  it  is  a  pleasure  to  have  you. 


STATEMENT  OF  HON.  RONALD  H.  BROWN,  SECRETARY  OF 
COMMERCE,  U.S.  DEPARTMENT  OF  COMMERCE 

Secretary  Brown.  Thank  you,  Mr.  Chairman.  Let  me  express  my 
appreciation  for  the  invitation  to  testify  before  you  this  afternoon. 
I  am  honored,  as  is  Mr.  Brody. 

I  couldn't  agree  more  with  your  opening  remarks.  I  believe  that 
this  report  represents  a  historic  change  for  America  in  export  pro- 
motion strategy,  a  sea  change. 

There  is  no  question  that  exports  are  the  key  to  our  economic  fu- 
ture. We  think  the  report  reflects  exactly  that.  There  is  also  no 
question  that  our  national  security  is  inextricably  tied  to  our  eco- 
nomic security.  And  I  think  this  report  reflects  that  the  administra- 
tion is  giving  economic  issues  a  bigger  seat  at  the  table. 

I  would  also  like  to  thank  Congressman  Roth  for  his  kind  re- 
marks about  my  speech  in  his  congressional  district.  I  apologize  for 
not  being  there  in  person,  but  I  understand  it  was  a  great  event, 
as  it  has  been  for  the  last  10  years. 

Mr.  Chairman,  America's  future  clearly  depends  on  our  ability  to 
compete  and  win  in  the  international  marketplace.  In  1992,  the 
United  States  was  once  again  the  world's  largest  exporter.  The 
Clinton  administration  is  committed  to  enhancing  that  leadership 
role  throughout  the  1990's  as  we  prepare  for  the  challenges  of  the 
21st  century. 

Exports  and  export  growth  are  not  just  economic  statistics.  Ex- 
port growth,  Mr.  Chairman,  will  create  millions  of  new  jobs  for 
American  workers.  The  simple  equation  of  "exports  equal  jobs"  has 
become  a  guiding  principle  of  our  mission,  and  might  well  be  the 
key  to  our  Nation's  economic  future. 

Last  year,  you  and  your  congressional  colleagues  asked  for  a  gov- 
ernmentwide  export  promotion  policy  and  budget,  and  your  leader- 
ship and  the  leadership  of  Congressman  Roth  and  others  has  really 
brought  us  to  this  day.  "Toward  A  National  Export  Strategy"  is  the 
first  annual  report  of  the  Trade  Promotion  Coordinating  Committee 
which,  as  you  know,  was  established  by  the  1992  amendments  to 
the  Export  Enhancement  Act. 

I  emphasize,  the  first  report.  The  TPCC  does  not  go  out  of  busi- 
ness with  this  report.  We  will  remain  vigilant.  We  understand  that 
although  this  is  a  giant  step,  it  is  a  first  step  in  order  to  assure 
that  we  continue  to  effectively  promote  American  exports  and  cre- 
ate American  jobs. 

You  and  your  colleagues  on  the  subcommittee  took  the  lead  in 
calling  for  a  strategic  approach  to  exports  that  would  pull  together 
the  efforts  of  various  agencies.  I  know  that  you,  Mr.  Chairman, 
have  been  a  strong  advocate  for  export  promotion  as  well  as  work- 
ing to  streamline  our  export  control  system. 

I  also  want  to  extend  my  thanks  to  my  18  colleagues.  You  talked 
about  the  need  for  coordination;  there  certainly  was.  There  are  now 
19  agencies  of  the  Federal  Government  involved  in  some  way  or  an- 
other in  export  promotion.  My  colleagues  have  worked  long  and 
hard  to  craft  this  new  National  Export  Strategy. 

But  none  of  my  colleagues,  Mr.  Chairman,  nas  worked  longer  or 
harder  than  the  distinguished  gentleman  to  my  left,  Ken  Brody, 
the  Chairman  of  the  Eximbank.  He  put  his  heart  and  soul  into  this 
report,  as  well  as  his  imagination  and  intellect.  Without  that  spirit 


of  commitment  and  cooperation  from  Ken  and  all  of  those  who 
worked  on  the  report,  we  would  not  have  been  able  to  take  this 
step  today  toward  what  we  call  a  Team  America  approach  to  export 
promotion. 

Before  I  turn  my  attention  to  the  details  of  the  report,  Mr.  Chair- 
man, I  would  like  to  say  a  word  or  two  about  your  second  panel. 
We  are  all  in  the  debt  of  Allan  Mendelowitz  for  his  ground-break- 
ing work  on  the  need  for  better  coordination  of  Federal  export  pro- 
motion programs.  You  will  find,  I  am  sure,  many  of  his  suggestions 
incorporated  into  the  body  of  the  report  that  we  issue  today. 

America's  future  depends  on  our  ability  to  compete  successfully 
in  the  international  marketplace.  Our  position  as  the  world's  undis- 
puted economic  leader,  our  national  security,  and  the  livelihood  of 
millions  of  Americans  will  turn  on  how  well  the  businesses,  work- 
ers and  government  of  the  United  States  respond  to  the  challenge 
of  global  competition.  The  Clinton  administration  is  committed  to 
ensuring  our  success  in  global  markets  in  every  way  possible:  to 
lead  when  leadership  is  called  for;  to  act  as  energetic  advocates  of 
American  interests;  to  level  the  playing  field;  and  whenever  appro- 
priate, to  get  out  of  the  way  and  to  let  the  creativity,  initiative,  and 
industry  of  our  Nation's  people  continue  to  set  the  standards  for 
the  global  economy. 

You  made  it  clear  that  you  wanted  a  report  that  will  set  us  on 
the  road  to  higher  levels  of  exports,  more  and  better  jobs,  and  a  ris- 
ing standard  of  living  for  all  Americans.  It  is  with  great  pleasure, 
Mr.  Chairman,  that  I  can  deliver  you  just  such  a  report  today. 

This  is  not  just  another  report  on  another  arcane  aspect  of  eco- 
nomic policy.  We  want  this  report  to  really  be  one  that  turns  analy- 
sis into  action. 

Our  first  report  sets  forth  more  than  60  specific  actions  and  con- 
crete recommendations  to  assure  that  U.S.  firms  have  the  informa- 
tion, the  technical  assistance,  the  resources  and  the  full  support  of 
all  levels  of  government  to  achieve  export  growth  and  to  strengthen 
our  international  economic  leadership. 

Today,  Mr.  Chairman,  U.S.  firms  and  workers  export  about  $700 
billion  in  goods  and  services.  And  I  believe  that  our  companies  and 
our  workers  are  the  most  productive  and  the  most  competitive  in 
the  world.  If  a  dramatically  revamped  government  export  effort  can 
improve  our  performance  by  only  15  percent — and  we  think  we  can 
do  a  lot  better  than  that — that  would  add  $100  billion  in  new  ex- 
ports to  create  2  million  new  American  jobs. 

But  we  have  set  an  even  more  ambitious  target.  As  a  direct  con- 
sequence of  the  innovations  and  increased  efficiencies  of  the  Na- 
tional Export  Strategy  contained  in  this  report,  we  expect  Amer- 
ican exports  of  goods  and  services  to  pass  the  $1  trillion  mark  by 
the  end  of  this  decade.  That  is  a  goal  that  we  have  set.  That  kind 
of  export  growth  translates  into  6  million  new  jobs  for  the  Amer- 
ican people. 

Meeting  the  trillion  dollar  mark  will  mean  that  in  the  year  2000 
more  than  13  million  Americans  will  be  earning  their  living  as  a 
direct  consequence  of  exports. 

We  will  start  the  fight  for  new  markets  and  new  jobs  from  day 
one  with  a  series  of  ambitious  steps. 


For  exporters,  especially  small  and  mid-sized  companies — we 
need  to  focus  on  these  systems;  most  of  the  big  companies  are  used 
to  being  in  the  marketplace  and  many  small  companies  are  not, 
and  we  need  to  help  them.  They  have  often  been  daunted  by  Byz- 
antine organizational  charts  that  are  in  their  way.  We  will  attempt 
to  relieve  them  of  that  burden.  The  National  Export  Strategy  will 
create  a  series  of  user-friendly  one-stop  shops  located  in  major  ex- 
port centers  nationwide  to  provide  export  marketing  and  finance 
counseling.  These  facilities  will  bring  together,  under  a  single  Fed- 
eral Government-coordinated  management  team,  the  resources  of  a 
wide  variety  of  local  State  and  Federal  Government  agencies  and 
a  network  of  private  sector  export  providers. 

It  seems  like  a  simple  idea  because  it  is  a  simple  idea.  But  it  is 
also  revolution  in  government. 

Mr.  Chairman,  in  your  introduction  you  mentioned  the  concept 
of  reinventing  government.  If  anything  is  an  example  of 
reinventing  government,  it  is  our  new  National  Export  Strategy. 
And  it  is  not  just  an  idea.  Centers  will  open  on  January  1,  1994 — 
first  in  Baltimore,  Chicago,  Los  Angeles  and  Miami — but  we  intend 
to  extend  those  one-stop  centers  throughout  America. 

Business  people  can  now  call  one  telephone  number  and  reach  a 
Commerce  Department-based  information  clearinghouse  offering 
the  vast  informational  resources  of  our  Government  on  potential 
export  markets.  Special  reports  will  tie  together  the  disparate  docu- 
ments on  a  country-by-country  basis  in  a  single,  user-friendly 
guide. 

We  are  encouraging  private  banks  to  return  to  the  export  finance 
market,  filling  a  critical  shortage  for  smaller  exporters;  and  we  are 
recommending  a  consolidation  of  our  feasibility  study  grant  system 
to  compete  more  effectively  worldwide. 

For  America's  exporters,  both  large  and  small,  who  have  lost  the 
international  contracts  to  foreign  competitors  backed  by  the  high- 
level  advocacy  of  their  governments,  the  National  Export  Strategy 
also  signals  major  change.  Beginning  immediately,  focused,  coordi- 
nated and  aggressive  action  plans  will  assure  highest  level  U.S. 
Government  advocacy  for  U.S.  firms  competing  for  public  sector 
contracts  throughout  the  world. 

With  a  strategy  in  hand  and  an  effective  method  of  coordination 
in  place,  we  are  better  poised  to  meet  the  foreign  competition  and 
take  advantage  of  the  export  opportunities  provided  by  new  inter- 
national trade  agreements  and  the  growth  in  emerging  markets. 

The  National  Export  Strategy  contains  more  than  60  rec- 
ommendations. The  impact  of  your  export  focus  work,  Mr.  Chair- 
man, goes  well  beyond  the  specifics  of  the  National  Export  Strat- 
egy. You  and  your  colleagues  have  helped  focus  the  administra- 
tion's attention  on  the  opportunities  and  the  challenges  posed  by 
growing  global  competition. 

We  are  an  administration  elected  to  deal  with  the  reality  of 
change.  And  change  in  the  international  economic  arena  has  been 
dramatic.  The  cold  war  and  its  focus  on  international  politics 
masked  an  underlying  economic  revolution.  When  the  cold  war 
started,  Mr.  Chairman,  the  United  States  was  the  world's 
unrivaled  political,  military  and  economic  power.  We  produced  half 


the  world's  income  and  had  a  technological  edge  that  stretched 
across  the  full  range  of  industry. 

For  many  industries,  exports  were,  therefore,  an  afterthought. 
And,  in  fact,  much  of  our  foreign  competition  has  beaten  a  path  to 
our  export  door. 

That  comforting  world  of  seemingly  endless  and  effortless  eco- 
nomic superiority  is  over.  While  we  remain  the  world's  leading 
economy,  our  share  of  world  GDP  has  shrunk  to  just  about  24  per- 
cent. Our  share  of  world  manufacturers  is  even  lower. 

Today,  international  commerce  is  thoroughly  woven  into  the  fab- 
ric of  the  American  economy.  Through  our  focus  on  exports,  we  de- 
cided that  job  creation  was  in  fact  our  guiding  principle.  Seven  mil- 
lion Americans  already  look  to  merchandise  exports  for  their  liveli- 
hood, and  millions  more  American  jobs  can  be  directly  linked  to 
service  exports.  With  the  rate  of  pay  17  percent  above  the  average, 
export-related  jobs  put  millions  of  Americans  a  step  closer  to  the 
American  dream.  And  as  I  said  earlier,  Mr.  Chairman,  we  intend 
to  add  6  million  more  of  those  high-quality,  high-wage  jobs  by  the 
turn  of  the  century. 

Exports  are  already  vital  to  the  economic  health  of  key  sectors 
of  our  economy.  The  computer,  aerospace,  heavy  earth-moving 
equipment,  farm  implement  and  many  other  industries  are  highly 
dependent  on  the  export  market.  The  same  is  true  of  agriculture, 
where  1  acre  in  4  is  harvested  for  the  overseas  marketplace. 

And  the  potential  is  clearly  growing.  Europe  and  Japan  are  large 
and  important  markets.  But  mere  is  enormous  promise  in  Africa, 
Asia,  Latin  America  and  the  emerging  economies  of  Central  and 
Eastern  Europe,  as  well  as  the  former  Soviet  Union. 

In  the  1990's,  it  is  estimated  that  the  requirements  for  new 
roads,  for  bridges,  for  ports  and  environmental  cleanup  will  pass 
the  trillion  dollar  mark  in  Asia  alone. 

Growing  world  markets,  however,  do  not  automatically  translate 
into  U.S.  export  sales.  In  many  markets,  foreign  governments  have 
been  more  aggressive,  more  focused  and  more  effective  than  our 
own  government  in  helping  their  firms  to  secure  export  sales.  Sen- 
ior government  officials  have  often  traveled  the  world  to  support 
the  sale  of  their  home  country's  goods  and  services. 

In  Europe  and  Japan,  government-backed  export  financing  is 
more  widely  available  and  more  flexibly  used  than  it  is  in  the  Unit- 
ed States.  France,  England,  Italy  and  Japan,  among  others,  have 
used  their  foreign  assistance  funds  to  support  home-country  ex- 
ports of  capital  and  other  goods. 

Most  of  our  industrial  competitors,  in  fact,  have  made  a  greater 
commitment  to  gathering  information  on  potential  export  opportu- 
nities and  a  more  effective  job  of  overseas  economic  diplomacy. 

The  new  realities  of  international  competition  have  lessons  for 
the  U.S.  Government  as  well.  Persistent  economic  diplomacy  and 
high-level  advocacy,  adequate  export  financing,  improved  efforts  at 
information  gathering  and  listening  to  our  customers  have  become 
necessary  components  of  an  export  policy. 

In  crafting  this  first  National  Export  Strategy,  Mr.  Chairman,  we 
listened  to  our  customers — the  taxpaying  businesses  and  working 
Americans  who  are  responsible  for  this  Nation's  international  eco- 
nomic leadership.  We  held  dozens  of  private  sector  meetings  and 
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spoke  to  individuals,  to  export-oriented  firms,  to  trade  associations 
and  to  labor  unions.  We  listened  and  we  responded.  Over  and  over 
we  heard  the  private  sector  raise  the  question  of  a  cold  war  export 
control  regime  that  is  keeping  many  of  them  out  of  markets. 

I  am  pleased  to  say,  Mr.  Chairman,  as  you  noted  in  your  opening 
remarks,  that  we  will  help  create  additional  jobs  in  our  computer, 
telecommunications  and  other  leading  edge  industries  by  signifi- 
cantly reducing  unnecessary  export  controls,  consistent  with  our 
national  security  needs  and  our  foreign  policy  goal  objectives. 

I  might  note  in  addition,  Mr.  Chairman,  that  we  focused  on  areas 
where  we  could  have  breakthrough  efforts  and  breakthrough  re- 
sults. The  fact  is  that  80  percent  of  our  export  license  applications 
come  from  companies  that  produce  computers,  electronics  and  tele- 
communications equipment.  So  trying  to  have  an  impact  in  those 
areas  alone  really  is  a  sea  change  in  our  policy. 

And  I  see  that  there  are  some  members  on  this  committee  from 
the  State  of  California.  I  note  one,  at  least,  right  in  front  of  me — 
a  tremendous  impact  on  the  California  economy. 

I  might  point  out,  Mr.  Rohrabacher,  that  about  one-third  of  the 
companies  that  apply  for  export  licenses  in  America  are  California- 
based  companies.  So  I  believe  we  will  have  a  dramatic  impact,  with 
the  stroke  of  the  pen,  on  trying  to  do  something  about  rejuvenating 
economic  conditions  in  your  State. 

With  your  creation  of  the  Trade  Promotion  Coordinating  Commit- 
tee, you  have  put  us  on  the  path  of  adopting  the  same  habits  of 
thought  developed  by  our  best  companies.  We  need  to  measure  our 
own  export  strategy  against  the  flexibility  and  effectiveness  of  the 
competition.  President  Clinton  and  his  entire  team  are  focused  on 
developing  and  putting  into  practice  a  growth  strategy  that  prom- 
ises more  and  better  jobs  and  a  rising  standard  of  living  for  all 
Americans.  You  see  that  commitment  in  deficit  reduction  and  in 
new  technology,  trade  and  training  policies. 

Exports  are  central  to  that  overall  strategy.  We  believe,  Mr. 
Chairman,  that  our  role  in  building  a  better  America  at  home  and 
acting  as  an  economic  leader  abroad  is  truly  dependent  on  our  abil- 
ity to  develop  a  coherent,  aggressive  and  effective  National  Export 
Strategy. 

When  I  was  given  this  assignment  as  Chairman  of  the  Trade 
Promotion  Coordinating  Committee,  the  President  told  me  to  be 
bold  and  aggressive  in  our  recommendations.  We  believe  we  have 
been  bold  and  aggressive.  We  believe  that  these  recommendations 
can  have  a  significant  impact  on  the  American  economy,  on  our  de- 
sire to  create  standard  economic  growth  and  to  create  high-wage, 
high-quality  jobs  for  our  people. 

Thank  you  very  much,  Mr.  Chairman,  for  the  opportunity  to  tes- 
tify. I  turn  it  over  to  Ken  Brody. 

Mr.  Gejdenson.  Thank  you  Mr.  Secretary.  There  was  a  slight 
flaw  in  the  list  of  cities  and  States.  There  is  a  small  State  in  New 
England  missing,  but  we  have  time  to  work  on  that. 

Other  than  that,  it  was  an  excellent  statement. 

[The  prepared  statement  of  Secretary  Brown  appears  in  the  ap- 
pendix.] 

Mr.  Brody. 


STATEMENT  OF  HON.  KENNETH  D.  BRODY,  PRESIDENT  AND 
CHAHIMAN,  EXPORT-IMPORT  BANK  OF  THE  UNITED  STATES 

Mr.  Brody.  Good  afternoon,  Mr.  Chairman,  Congressman  Roth, 
and  members  of  the  subcommittee.  It  is  customary  tor  all  witnesses 
to  thank  the  subcommittee  for  the  opportunity  to  testify.  Often  the 
gratitude  is  a  necessary  formality  coming  from  a  witness  who  nei- 
ther sought  nor  relished  the  experience.  Today,  for  me,  the  thank 
you  is  sincere.  Since  my  confirmation  5  months  ago,  I  have  been 
working  hard  on  the  Trade  Promotion  Coordinating  Committee, 
trying  to  make  good  on  my  commitment  to  having  the  Export-Im- 
port Bank  be  a  leader  in  developing  an  export  mentality  through- 
out the  country,  and  seeking  new  ways  to  ensure  that  the  Bank's 
dollars  work  harder  for  the  U.S.  taxpayer. 

As  Secretary  Brown  stated,  the  TPCC  is  the  progeny  of  Congress, 
who  demonstrated  remarkable  foresight  in  the  mandates  of  the 
TPCC — remarkable  in  foresight  because  it  is  clear,  I  think,  to 
many,  and  perhaps  to  most,  that  the  most  important  task  facing 
the  United  States  in  this  decade  is  the  creation  of  high-wage,  qual- 
ity jobs.  With  such  creation,  I  think  a  lot  of  the  other  problems  be- 
come a  lot  easier  to  solve. 

The  American  public  demands  that  government  help,  not  hinder, 
the  private  sector  in  meeting  the  challenge  of  job  creation.  A  sound 
National  Export  Strategy  is  either  one  of  the  most  cost-effective 
ways  or  the  most  cost-effective  way  to  produce  economic  growth 
and  jobs.  In  May,  President  Clinton  recognized  the  opportunity 
that  TPCC  represented  when  he  stated  at  the  Eximbank  Annual 
Conference  that  "We  want  to  end  the  duplication  and  overlap  to 
make  sure  that  all  these  programs  are  customer  driven." 

We  want  our  guide  to  be  the  needs  of  the  exporter.  Under  the 
leadership  of  Secretary  Brown,  the  administration  adopted  the 
TPCC  as  its  own  and  has  made  it  work.  The  TPCC  has  produced 
not  just  a  report,  but  a  set  of  actions  that  will  give  a  great  boost 
to  the  ability  of  American  companies  to  compete  in  the  global  mar- 
ketplace. And  it  will  create  millions  of  jobs. 

This  subcommittee  required  that  Secretary  Brown  find  a  way  to 
bring  19  agencies  together  to  work  hard  toward  the  common  goal 
of  formulating  a  sound  National  Export  Strategy.  As  you  all  well 
know,  getting  19  agencies  to  agree  on  anything  is  no  easy  task.  I 
know  it  may  sound  odd,  but  we  actually  had  a  very  good  time 
working  together  on  this  and  meeting  the  challenge. 

Secretary  Brown  took  the  highly  unusual  step  in  our  Govern- 
ment, at  the  time  of  formulation  of  the  TPCC,  of  asking  someone 
outside  of  his  agency  to  serve  as  his  deputy.  This  is  one  way  that 
TPCC  avoided  "government  as  usual."  We  took  a  novel  approach. 
Rather  than  attempting  to  force  agreement  at  the  deputy  and  prin- 
cipal level,  we  pursued  real  policy  development  at  the  working 
level.  We  believed  that  interagency  disputes  would  largely  be 
avoided  if  the  focus  stayed  on  policy  rather  than  turf  protection. 
We  received  unqualified  cooperation  from  all  the  participating 
agencies. 

In  the  beginning,  we  asked  that  each  agency  assign  an  experi- 
enced professional  staff  to  the  working  groups.  Two  commitments 
were  asked  of  the  participants:  one,  leave  your  guns  at  the  door; 
two,  meet  every  work  day  all  afternoon  for  approximately  6  weeks 
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to  have  real  discussions  and  debate,  and  put  the  interests  of  the 
American  people  before  the  interests  of  your  agency. 

To  the  credit  of  every  agency,  the  working  groups  more  than  met 
their  commitments.  Each  group  produced  policy  and  program  solu- 
tions. We  didn't  come  up  with  notions  of  more  study  and  more  proc- 
ess. 

Let  me  state,  however,  very  clearly,  not  all  of  the  work  is  done. 
As  Secretary  Brown  stated,  the  TPCC  is  an  ongoing  process.  Dif- 
ficult issues  still  remain  to  be  addressed.  However,  I  believe  that 
Secretary  Brown  deserves  a  great  deal  of  credit  for  leading  the 
TPCC  in  developing  a  strategy  that  will  make  the  United  States 
more  competitive. 

Throughout  this  process  he  imposed  one  simple  criterion:  The 
United  States  must  be  more  aggressive  and  more  creative  in  our 
trade  promotion  efforts  than  our  competitors.  For  too  many  years 
we  have  been  passive.  We  have  allowed  other  governments  to  out- 
wit and  outwork  us.  We  hope  that  today's  report  and  the  actions 
following  the  report  is  a  long  first  striae  toward  reversing  those 
trends. 

How  will  we  be  smarter  and  more  aggressive  in  the  area  of  trade 
finance?  The  administration  will  create  a  tied  aid  capital  fund.  The 
President  announced  a  couple  of  hours  ago  that  we  will  put  that 
into  effect  and  it  will  be  policy  in  the  Clinton  administration.  The 
United  States  will  still  not  have  the  funds  to  match  our  competi- 
tors dollar  for  dollar,  but  we  will  have  more  resources  and,  more 
importantly,  the  mandate  to  counter  our  competitors'  strategies  in 
growth  markets. 

We  will  be  working  through  this  strategy  to  create  as  much  of 
a  level  playing  field  as  we  can  on  the  one  hand,  and  on  the  other 
hand,  hope  to  help  motivate  our  foreign  competitors  to  reduce  the 
amount  of  subsidy  that  they  use  worldwide,  especially  in  tied  aid. 

We  also  recommend  the  consolidation  of  all  feasibility  studies  of 
the  Trade  and  Development  Agency  and  the  creation  of  a  single  of- 
fice within  the  Department  of  Commerce  to  assist  U.S.  companies 
in  pursuing  projects  financed  by  the  multilateral  development 
banks.  This  is  enormously  important  because  there  are  tens  of  bil- 
lions of  dollars  of  sales  at  stake  here.  And  we  have  a  real  right  to 
improve  our  competitiveness. 

These  two  recommendations  are  complementary  because  gaining 
market  share  is  often  the  function  of  being  the  first  in  the  door  in 
the  most  promising  markets.  Feasibility  studies  provide  the  key  for 
opening  the  door  because  these  studies  set  the  conditions  and.  cri- 
teria for  a  capital  project.  Development  bank  financing  opens  the 
doors  because  Multilateral  Development  Bank  projects  are  often 
the  first  and  largest  infrastructure  projects  in  emerging  markets. 
These  initiatives  will  enable  us  to  gain  market  share. 

A  central  goal  of  the  TPCC  was  to  make  sure  that  we  did  all  that 
we  could  to  help  small  and  medium-size  businesses  to  export  goods 
and  services.  The  biggest  obstacle  for  this  sector  is  not  the  lack  of 
Federal  budget  resources.  The  primary  obstacles  have  been  a  gen- 
eral lack  of  knowledge  of  how  to  go  about  exporting,  and  then  the 
lack  of  awareness  and  access  to  preexport  working  capital  financing 
to  support  the  sale  of  goods  and  services.  Small  and  inexperienced 
companies  have  been  faced  with  a  general  reluctance  of  commercial 
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banks  to  provide  export  financing.  Therefore,  we  adopted  the  prin- 
ciple of  maximizing  the  accessibility  and  availability  of  capital  by 
bringing  the  money  closer  to  those  who  need  it. 

The  TPCC  solution  is  to  create  one  harmonized  program  that 
draws  upon  the  best  features  of  the  two  programs.  When  we  com- 
bine SBA's  broad  geographical  presence  with  Eximbank's  more 
widely  accepted  program,  the  U.S.  Government  will  offer  a  single 
working  capital  program. 

These  are  the  highlights  of  the  TPCC's  trade  recommendations. 
This  should  give  you  a  flavor  of  the  work  completed  thus  far. 

President  Clinton  has  left  no  room  for  doubt.  We  must  create 
jobs  that  pay  well  and  keep  our  economy  growing.  I  am  personally 
committed  to  doing  my  part  through  the  implementation  of  the 
TPCC  recommendations. 

I  want  to  publicly  thank  those  individuals  who  participated  in 
the  interagency  working  groups,  the  30-plus  employees  of 
Eximbank  who  have  contributed  countless  hours  to  this  project, 
and  again  thank  Secretary  Brown  for  his  leadership. 

I  will  gladly  respond  to  any  questions  the  subcommittee  members 
may  wish  to  ask. 

[The  prepared  statement  of  Mr.  Brody  appears  in  the  appendix.] 

Mr.  Gejdenson.  Thank  you  both  for  excellent  statements. 

Let  me  point  out — Secretary  Brown,  you  pointed  out  that  several 
of  our  colleagues  here  come  from  California  and  have  computers. 
Mr.  Manzullo  has  fiber-optic  cable  in  his  district,  and  I  am  sure 
that  he  is  happy  that  you  took  care  of  the  computers,  but  I  am  sure 
he  is  waiting  for  you  to  take  care  of  the  fiber-optic  cable  industry. 

Secretary  Brown.  We  do  deal  with  telecommunications,  Mr. 
Chairman,  in  the  report. 

Mr.  Gejdenson.  If  you  look  at  history,  oftentimes  countries  use 
massive  resources  in  war  that  built  their  economies — either  natural 
resources  or  markets.  And  it  seems  to  me  that  the  economic  war 
that  we  are  in  now  will  also  be  determined,  based  on  the  commit- 
ment made  by  the  countries  involved.  And  while  I  think  you  have 
made  a  tremendous  step  forward  and  we  have  very  tough  budg- 
etary times  now,  I  am  not  sure  you  could  get  much  more  out  of 
Congress. 

Are  we  stepping  up  to  the  plate  adequately  at  this  point,  in  my 
understanding  of  the  level  of  funding  that  you  can  provide  for  ex- 
port promotion,  so  that  we  are  just  not  simply  outbid? 

It  seems  that  in  the  last  decade  whenever  we  stepped  up  to  the 
plate  we  didn't  quite  have  enough  to  ante  up,  and  the  $150  million 
which  this  leveraged  to  a  $1.5  billion  budget  sounds  like  a  lot  of 
money.  But  then  I  look  at  some  reports  that  say  that  Canada, 
which  is  a  country  with  less  population  than  California,  has  tied 
aid  presently  which  is  four  times  larger  than  ours,  France  has  a 
larger  tied-aid  program  than  we  have,  Japan  had  a  program  that 
was  17  times  as  large  as  ours,  for  a  country  that  is  half  our  size 
in  GNP. 

It  is  an  important  first  step.  How  far  are  we  from  being  where 
we  need  to  be? 

Mr.  Brody.  Mr.  Chairman,  let  me  just  step  back  a  little  bit  and 
give  a  little  history.  I  think  it  is  very  difficult  to  tell  how  far  we 
are  from  where  we  need  to  be.  We  may  be  in  the  right  place.  And 
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the  reason  that  I  say  that  is,  our  objective  is  to  not  take  more  and 
more  of  our  taxpayers'  money  to  support  exports.  Our  objective  is 
to  reduce  subsidies  worldwide  so  that  we  have  to  spend  less  of  our 
taxpayers'  money  to  support  exports.  And  considerable  progress  has 
been  made  already  just  through  negotiations. 

In  1991,  tied  aid — or  more  easily  described,  I  think,  low-interest- 
rate,  long-term  loans  given  to  recipient  countries  in  return  for  that 
country  purchasing  the  capital  goods  from  the  donor  country — that 
amount  of  loans  was  approximately  $15  billion.  There  were  serious 
negotiations  which  were  concluded  in  1992;  and  in  1993,  the  run 
rate  of  such  loans  is  now  down  to  around  $6  billion  a  year  from 
$15  billion  a  year  in  1991. 

So  we  can  see  that  lots  of  progress  has  been  made.  We  don't 
know  how  much  progress  will  be  made  with  our  $150  million  budg- 
et. I  would  note  that  that  $150  million  budget  will  translate  into 
approximately  $600  million  of  so-called  "soft  loans,"  so  we  are  talk- 
ing— we  have  $600  million  right  now,  the  rest  of  the  world  has  $6 
billion. 

The  objective,  however,  is  now  we  have  a  weapon  that  we  haven't 
used  before,  a  weapon  to  go  out  and  match  in  cases  where  we  think 
it  is  in  the  economic  interest  of  the  United  States  to  do  so.  It  is 
our  hope  that  by  having  this  weapon,  other  countries  will  continue 
to  lessen  the  amount  of  tied  aid,  soft  loans  they  put  on  the  table. 

Mr.  Gejdenson.  The  coordinating  activity  that  you  have  been  in- 
volved in  is  impressive.  If  we  tried  to  coordinate  19  committees  in 
this  Congress,  we  would  be  hard  pressed. 

Is  there  going  to  be  a  battle  between  agriculture  and  industrial 
support?  Are  you  going  to  be  able  to  work  that  out.  Have  you 
worked  it  out? 

Secretary  BROWN.  I  think  we  can  negotiate  that  successfully,  Mr. 
Chairman.  What  we  have  done  is  set  up  a  set  of  criteria  for  making 
judgments  about  how  to  allocate  export  promotion  dollars.  We  have 
involved  the  National  Economic  Council  and  OMB  in  that  process. 
I  asked  OMB  to  chair  it,  working  with  the  TPCC. 

We  certainly  have  to  note  that  when  you  look  at  the  level  of  sup- 
port that  is  given  to  manufacturing  exports,  it  is  not  adequate.  And 
that  is  the  area  where  you  have  nigh  value  added,  the  ability  to 
create  jobs;  and  we  certainly  need  to  give  more  attention  there.  But 
there  has  been  no  judgment  to  take  anything  away  from  anybody, 
but  to  look  at  how  we  can  have  a  unified  budget,  which  we  are 
committed  to  having  in  the  1995  budget  process,  that  targets  ex- 
port promotion  dollars  as  effectively  as  we  can. 

Mr.  Gejdenson.  That  is  terrific. 

Mr.  Rohrabacher. 

Mr.  Rohrabacher.  Thank  you  very  much.  I  guess  everybody  is 
here  to  see  the  action  today. 

Mr.  Secretary,  first  of  all,  I  applaud  your  work  on  NAFTA  and 
your  work  on  export  facilitation.  That  is  something  we  should  have 
been  doing  a  long  time  ago. 

But,  Mr.  Secretary,  today  you  are  under  a  cloud  of  suspicion.  And 
at  stake  is  your  credibility  and  public  confidence  in  the  job  you  do. 
This  hearing  offers  you  an  opportunity  to  clear  up  some  of  the  con- 
tradictory and  sometimes  misleading  statements  that  have  been 
made  about  an  alleged  bribe  offer  made  to  you  concerning  the  eas- 
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ing  of  an  economic  embargo  on  Communist  Vietnam.  And  until  this 
issue  is  put  to  rest,  I  am  afraid  that  your  effectiveness  will  be  lim- 
ited. 

And  first  and  foremost  in  the  perplexing  questions  that  are  being 
asked  and  the  issues  being  looked  at  are  statements  that  you  your- 
self have  made  concerning  this  alleged  bribe  attempt.  After  review- 
ing your  statements,  Mr.  Secretary,  and  those  of  your  press  sec- 
retary, it  would  appear  that  you  intended  to  mislead  the  public 
about  your  meetings  with  one  Mr.  Hao,  the  man  accused  of  offering 
you  a  bribe. 

If  you  weren't  trying  to  mislead,  why  didn't  you  correct  the  state- 
ment of  your  press  secretary  when  he  said,  on  your  behalf,  that  you 
didn't  recall  ever  meeting  with  Mr.  Hao?  And  if  you  had  done  noth- 
ing wrong,  why  would  you  try  to  mislead  people  as  to  whether  you 
had  had  meetings  with  this  man? 

Mr.  Oberstar.  Mr.  Chairman,  this  is  a  meeting  of  the  Sub- 
committee on  Economic  Policy  and  Trade.  It  is  not  the  Investiga- 
tions and  Oversight  Subcommittee.  I  don't  understand  the  propri- 
ety of  the  gentleman's  question. 

Mr.  Gejdenson.  This  is  the  gentleman  from  California's  time, 
and  while  I  agree  with  the  gentleman  that  it  is  an  important  issue 
that  we  are  dealing  with  here  today,  and  that  we  ought  to  stay  fo- 
cused on  that,  I  think  that  the  gentleman  has  his  time. 

I  think  it  is  unfortunate  what  he  wants  to  use  it  for. 

Mr.  Rohrabacher.  Let's  let  Mr.  Brown,  or  Secretary  Brown, 
have  the  chance  to  answer  these  questions. 

Secretary  Brown.  I  would  like  to  say,  Congressman,  that  I  think 
my  effectiveness  is  demonstrated  by  this  report  today  and  by  the 
work  I  do  every  day  as  Secretary  of  Commerce,  which  I  think — may 
I  complete  my  answer — which  I  believe  by  every  objective  measure- 
ment would  be  exemplary. 

I  must  say  that  I  thought  I  was  here,  too,  to  talk  about  promot- 
ing American  exports  and  American  jobs.  As  you  indicated,  there 
is  an  investigation  under  way.  It  would  be  entirely  inappropriate 
for  me  to  go  beyond  the  statements  that  I  have  already  made. 

And  let  me  say  this:  The  statement  that  I  made  was  an  absolute, 
total,  unequivocal  denial  of  a  preposterous  and  a  ridiculous  allega- 
tion. I  might  also  point  out  that  the  individual — an  individual 
made  an  allegation — is  an  individual  who  has  never  met  me,  never 
seen  me,  never  talked  to  me,  never  had  any  contact  with  me,  by 
his  own  admission. 

And  it  seems  to  me  that  you  should  be  just  as  concerned  about 
that  kind  of  allegation  being  made  and  what  could  be  the  motiva- 
tion for  it  as  you  would  have  in  trying  to  raise  issues  that  are  not 
before  this  committee  today. 

I  don't  have  anything  more  to  say  on  that  matter. 

Mr.  Rohrabacher.  There  has  never  been  a  doubt  that  you  did 
not  meet  the  man  making  the  allegations.  What  I  was  referring  to 
and  what  many  people  around  this  country  are  asking  is,  why, 
after  the  press  asked  you  questions  about  your  association  with  the 
man  accused  of  offering  you  a  bribe,  they  ended  up  with  a  false  im- 
pression that  you  had  never  met  with  that  man? 

Secretary  Brown.  Maybe  you  ended  up  with  a  false  impression. 
I  don't  know  who  else  did. 
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I  indicated  to  you,  Congressman,  with  all  respect,  that  I  am  not 
going  to  respond  to  any  more  questions  on  that  matter. 

Mr.  Rohrabacher.  Mr.  Secretary,  again,  I  applaud  your  other  ef- 
forts. I  think  this  is  a  fine  report.  But  again  I  state,  until  this  cloud 
is  cleared  away,  until  you  have  answered  the  questions,  your  effec- 
tiveness is  going  to  be  cut,  your  effectiveness  is  not  going  to  be 
what  you  want  it  to  be,  because  some  people  of  honest  intent,  of 
honest  conviction  and  trying  to  treat  you  fairly,  believe  that  you 
haven't  been  straight  with  the  American  people. 

Secretary  Brown.  Well,  I  don't  agree  with  that  assessment.  The 
inquiry  is  under  way.  I  am  sure  that  it  will  be  completed  in  fairly 
short  order.  When  it  is,  I  am  confident  that  I  will  be  totally  exoner- 
ated of  these  ridiculous  and  absurd  charges. 

Mr.  Gejdenson.  The  gentleman  from  Ohio. 

Mr.  Fingerhut.  Thank  you.  I  want  to  commend  the  committee 
for  the  work  that  it  did  in  the  last  Congress  that  led  to  this  report. 
There  is  no  matter  in  which  I  am  involved  in  this  Congress  that 
is  more  important  than  what  you  have  done,  and  no  committee 
that  I  am  more  proud  of.  I  also  think  it  is  reflective  of  the  serious- 
ness of  the  work  that  we  have  so  much  attention  here  today  from 
people  who  aren't  even  on  this  subcommittee  and  from  the  media. 

People  often  criticize  the  media  for  focusing  only  on  the  extra- 
neous, controversial  subjects.  I  am  glad  they  are  here,  Mr.  Sec- 
retary, to  discuss  this  important  report,  and  I  am  sure  that  will  be 
reflected  in  their  reports  on  the  evening  news  tonight. 

I  have  to  say  that  it  is  precisely  the  kind  of  comments  that  we 
have  just  heard  that  so  infuriate  some  of  us  who  came  here  to  real- 
ly try  and  do  the  business  of  the  country. 

Mr.  Secretary,  in  the  report,  which  I  commend  you  for,  you  talk 
about  the  work  of  coordinating  16  different  agencies  of  our  Govern- 
ment that  are  involved  in  export  controls.  Our  chairman  just  made 
a  reference  to  trying  to  coordinate  16  different  committees  of  the 
Congress,  understanding  how  difficult  it  would  be.  Let  me  ask  you 
directly,  why  is  it  that  we  need  16  different  agencies  involved  in 
export  promotion?  In  your  preparation  of  the  report,  did  you  con- 
sider rather  than  establishing  a  coordinating  council  on  this  issue, 
eliminating  some  of  the  redundancy  in  the  agencies,  so  you 
wouldn't  have  to  spend  so  much  time  coordinating  them? 

Secretary  Brown.  Well,  we  have  done  that,  Congressman,  and 
we  have  tried  to  do  it  in  a  very  effective  way.  We  had  a  judgment 
to  make  at  the  beginning  of  this  process,  whether  we  wanted  to 
make  a  lot  of  structural  changes,  many  of  which  would  have  taken 
congressional  action,  or  whether  we  wanted  to  do  a  better  job  of 
using  a  process  that  was  in  place  and  eliminate  those  flaws. 

Let  me  give  you  one  example,  the  area  of  feasibility  studies.  And 
those  who  have  been  involved  in  international  business  know  that 
those  who  write  the  feasibility  studies  often  have  a  great  impact 
on  the  outcome  of  the  decision  on  who  wins  the  business.  We  have 
moved  feasibility  studies,  for  example,  from  USAID  that  doesn't 
have  as  its  principal  mission  export  promotion,  to  TDA,  the  Trade 
and  Development  Administration,  that  does  have  that  as  its  prin- 
cipal mission  and  is  focused  on  commercial  competitiveness. 

It  is  that  kind  of  decision,  the  moving  of  functions  and,  therefore, 
the  moving  of  resources,  that  we  think  is  going  to  be  of  great  as- 
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sistance  in  alleviating  some  of  the  problems  that  your  question 
identifies. 

Mr.  FlNGERHUT.  In  a  broader  context,  Mr.  Secretary  or  Chairman 
Brody,  even  at  the  cabinet  level  in  our  Government  we  have,  it 
seems,  a  lot  of  different  heads  working  on  the  subject  of  inter- 
national trade.  I  remember  trying  to  explain  to  an  audience  back 
home  what  the  different  functions  of  the  Department  of  Commerce 
and  the  U.S.  Trade  Representative  and  even  some  functions  of  the 
Department  of  State  are  with  respect  to  this. 

Since  we  are  in  a  mode  of  reinventing  government,  which  this 
administration  has  initiated,  perhaps  we  could  look  at  the  higher 
level  of  trying  to  create  a  single  department  focused  on  export  pro- 
motion where  everybody's  trade  related  problems  would  be  ad- 
dressed. 

Secretary  Brown.  We  think  we  are  on  the  right  road  now  to  cre- 
ating this  National  Export  Strategy  that  we  define  in  the  commit- 
tee's report.  It  might  be  in  future  years,  after  evaluating  how  well 
we  do,  that  that  is  worthy  of  consideration. 

But  we  think  that  we  have  alleviated  many  of  the  impediments 
to  being  competitive  in  the  export  marketplace.  We  think  we  have 
moved  to  make  the  government  the  friend  of  the  private  sector. 

This  administration  understands  that  it  is  the  private  sector  that 
fuels  the  engine  that  pulls  the  train  of  economic  growth  and  job 
creation,  but  we  think  government  can  be  a  better  partner.  We 
think  that  there  are  places,  as  I  think  we  have  indicated,  where 
government  needs  to  get  out  of  the  way  and  other  places  where  we 
need  to  be  more  effective  in  being  of  assistance  to  business  and  in- 
dustry. I  think  this  report  moves  us  in  that  direction. 

Mr.  FlNGERHUT.  I  thank  you  again  for  the  answers,  and  I  thank 
you  for  the  report,  and  I  apologize  again  on  behalf  of  those  of  us 
who  would  like  to  focus  this  hearing  on  other  matters  than  the 
matters  at  hand. 

Mr.  Gejdenson.  Mr.  Burton. 

Mr.  Burton.  Thank  you,  Mr.  Chairman. 

There  is  a  cloud,  I  think,  unfortunately,  that  is  hanging  over  the 
Clinton  administration  in  that  there  have  been  steps  to  normalize 
relations  with  Vietnam  in  spite  of  the  fact  that  there  are  200  MIA/ 
POWs  still  unaccounted  for.  And  there  are  questions  that  I  think 
will  have  to  be  answered  at  some  point. 

And  I  understand  that  you  have  the  right  today  to  take  the  stand 
you  have,  and  we  won't  question  your  right  to  do  that.  But  I  think 
that  at  some  point  they  have  to  be  answered,  and  I  think  Mr. 
Rohrabacher  and  myself  and  others  may  have  to  call  for  a  special 
prosecutor  to  get  into  this  issue  to  get  to  the  bottom  of  it,  because 
of  the  credibility  of  the  administration  that  may  be  questioned  as 
a  result  of  the  relaxing  of  the  trade  embargo  with  Vietnam. 

And  I  would  like  to  ask  a  question  that  is  relevant  to  this  hear- 
ing. Can  you  tell  us  about — can  you  tell  us  about  any  involvement 
you  or  your  staff  may  have  had  in  relation  to  trade  negotiations  or 
the  possibility  of  trade  negotiations  with  the  Republic  of  Vietnam? 

Secretary  Brown.  I  had  no  involvement  in  those,  Mr.  Congress- 
man. 

Mr.  Burton.  Did  any  of  your  staff? 
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Secretary  Brown.  I  am  sure  that  Commerce  Department  employ- 
ees played  a  part  in  those  discussions,  yes. 

Mr.  Burton.  Did  you  ever  discuss 

Mr.  Gejdenson.  Would  the  gentleman  yield?  I  would  say  that 
most  of  the  activity,  although  I  haven't  done  any  research  on  the 
relationship  with  the  Vietnam,  is  being  done  by  the  State  Depart- 
ment, especially  under  the  relations  issues. 

Mr.  Burton.  Mr.  Chairman,  I  think  this  is  relevant  to  the  trade, 
and  I  think  that  the  Secretary,  as  Secretary  of  the  Department  of 
Commerce,  should  be  allowed  to  answer  trie  question  because  if 
somebody  in  his 

Mr.  Gejdenson.  Will  the  gentleman  yield? 

Mr.  Burton.  I  would  prefer  to  use  my  time. 

Mr.  Gejdenson.  I  just  said  the  gentleman  was  going  to  stick  to 
the  topic  of  the  day,  and  the  topic  is  trade  promotion. 

Mr.  Burton.  Trade  promotion  in  Vietnam  and  the  lifting  the 
sanctions  are  very  important  and  they  are  trade  related,  and  if 
somebody  in  his  administration  did  participate  in  the  decisionmak- 
ing of  the  negotiations,  my  question  is,  did  Mr.  Brown  involve  him- 
self with  his  employees  in  that  discussion? 

Secretary  Brown.  I  answered  that  in  the  negative,  Congressman. 
But  I  will  also  say  that  we  are  not  going  to  have  internal  discus- 
sions about  administration  policy  formulation.  The  President  an- 
nounced his  policy.  The  fact  is  tnat  obviously  all  of  us  in  the  ad- 
ministration support  the  policy  positions  that  the  President  has 
taken. 

Mr.  Burton.  Let  me  ask  you  one  more  question.  Would  you  have 
any  objection  at  some  future  date  to  coming  back  and  appearing  be- 
fore a  committee  of  the  Congress  to  discuss  these  allegations,  so 
that  we  could  get  to  the  bottom  of  it  and  clear  your  good  name? 

Secretary  Brown.  I  am  sure  that  the  inquiry  that  is  under  way 
will  clear  my  good  name,  Congressman;  and  I  know  that  you  have 
an  interest  in  seeing  that  done. 

Mr.  Gejdenson.  Thank  you. 

The  next  witness  is  the  gentlelady  from  Washington. 

Ms.  Cantwell.  Thank  you,  Mr.  Chairman.  I  appreciate  the  op- 
portunity to  discuss  this  issue  with  the  committee.  We  have  had 
members  here  today  that  I  have  never  seen  come  to  our  sub- 
committee, and  I  hope  they  return,  because  this  is  an  important 
issue.  I  think  it  is  a  bipartisan  issue  and  one  that  needs  the  atten- 
tion of  all  Members  of  Congress. 

Clearly  for  all — in  some  parts  of  our  country — the  issue  of  export 
promotion  is  a  key  economic  tool,  and  I  think  that  that  is  what 
both  of  you  have  recommended  in  this  report. 

Two  questions  I  have  about  this:  One — two  issues  of  concern  and 
anxiety. 

One,  Mr.  Secretary,  is  our  continuing  issue  at  dealing  with  ex- 
port controls.  And  I  just  wondered  if  you  would  comment  on  the  co- 
ordinating committee's  activities  in  NSA  in  dealing  with  some  of 
the  export  control  and  national  security  issues  that  you  elaborated 
and  how  we  resolve  those. 

Secretary  Brown.  Certainly.  We  are  very  conscious  of  the  con- 
cern that  our  Nation  has  to  have  about  national  security  and  pro- 
liferation and  arms  control,  so  I  spent  a  good  deal  of  time  with  Ad- 
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miral  McConnell  and  Mr.  Woolsey  and  individuals  at  the  State  De- 
partment and  the  Department  of  Defense  to  assure  them  of  our  at- 
titude in  that  regard.  And  I  think  that  is  one  of  the  reasons  why 
we  were  able  to  bring  the  whole  Federal  apparatus  together,  be- 
cause we  were  all  on  the  same  page. 

The  fact  is  that  we  have  made  some  bold  recommendations 
which,  in  fact,  will  be  effective  within  days  because  the  rec- 
ommendations do  not  require  further  action.  We  indicated  that 
those  recommendations  were  made  and  the  President  has  approved 
them,  so  as  of  publication  of  the  regulations,  which  we  expect  with- 
in days,  they  take  effect. 

Let  me  be  specific  in  areas  of  computers  and  telecommunications. 
As  far  as  telecommunications  are  concerned,  the  action  that  we 
have  taken  immediately  removes  licensing  requirements  on  all  tele- 
communications products  except  encryption  to  free  world  countries. 
Changes  for  Russia  and  other  proscribed  countries  in  fiber-optics, 
in  radio  relay,  and  advanced  switching  will  take  place  after  multi- 
lateral negotiations  in  COCOM. 

As  far  as  computers  are  concerned,  today's  action  takes  us  from 
12.5  MTOPS  to  194  MTOPS,  a  giant  leap.  We  are  certain  that 
within  a  short  period  of  time  we  will  be  at  500  MTOPS. 

The  administration  is  unified.  The  Federal  Government  is  unified 
on  recommending  500  MTOPS  as  the  computer  decontrol  threshold. 
There  are  still  some  discussions  to  be  held  with  our  allies,  however, 
before  we  can  move  to  the  500  MTOPS  level. 

As  far  as  supercomputers  are  concerned,  we  are  going  to  2,000 
MTOPS  as  a  definition  for  supercomputers.  Some  additional  discus- 
sions with  our  allies  are  necessary,  but  we  are  confident  that  we 
are  going  to  be  at  500  MTOPS  for  computers  and  2,000  MTOPS  for 
the  definition  of  a  supercomputer  within  a  short  time. 

Ms.  Cantwell.  How  might  we  resolve  some  of  the  issues  sur- 
rounding encryption? 

Secretary  Brown.  We  work  on  those  on  a  daily  basis  with  NSA 
and  the  National  Security  Council. 

Ms.  Cantwell.  I  would  like  to  ask  Chairman  Brody,  the  rec- 
ommendation in  the  report  dealing  with  the  combination  of  the 
Eximbank  program  with  the  SBA,  obviously  we  have  a  lot  of  busi- 
nesses out  there  that  are  not  familiar  with  the  export  programs 
that  we  have,  and  obtaining  financing  seems  to  be  one  of  the  large 
problems.  How  would  you  envision  that  program  looking  beyond 
those  regional  entities  that  are  established  that  the  Secretary  has 
mentioned  so  that  we  best  maximize  the  knowledge  to  local  busi- 
nesses, smaller  businesses,  that  these  programs  exist? 

Mr.  Brody.  Those  four  one-stop  shops  that  Secretary  Brown 
mentioned  are  just  the  first  trial  shops.  The  purpose  of  those  shops 
is  to  refine  what  we  are  going  to  roll  out  across  the  country  so  that 
after  those  shops  are  up  and  operating,  the  people  are  trained,  and 
they  really  pass  the  test  of  being  able  to  perform,  that  one-stop 
shop  concept  will  go  around  the  country,  and  you  will  have  Com- 
merce and  SBA  in  many,  many,  many  locations  all  around  the 
country. 

That  will  be  a  great  device  for  small  businesses  to  reach  the  fi- 
nance programs. 
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The  second  part  of  the  program  is  much  closer  cooperation  and 
coordination  with  State  and  city  units.  And  then  the  last  part  of 
the  program  is  ending  up  with  much  greater  delegation  to  financial 
institutions  that  will  take  risk,  and  also  then  be  able  to  issue  the 
loans  with  government  guarantee — the  government  taking  the 
greater  part  of  the  risk. 

Ms.  Cantwell.  Thank  you.  I  think  that  is  one  of  the  novel  rec- 
ommendations in  the  program,  the  combination  of  those  two  pro- 
grams. And  I  applaud  both  of  you  for  this  report  before  us  today. 

Thank  you,  Mr.  Chairman. 

Mr.  Gejdenson.  Mr.  Manzullo. 

Mr.  Manzullo.  Mr.  Secretary,  you  are  probably  afraid  to  take  a 
question  from  a  Republican  this  afternoon. 

Secretary  Brown.  I  am  not  afraid  of  Republicans. 

Mr.  Manzullo.  I  represent  Rockford,  Illinois,  which  has  980  fac- 
tories in  a  city  of  170,000  people.  It  is  responsible  for  one-half  of 
Illinois'  manufactured  exports.  So  I  would  like  to  publicly  lobby  for 
one  of  those  one-stop  shops.  It  would  be  a  tremendous  asset  to  my 
district. 

We  had  an  incident  that  happened  a  couple  of  years  ago.  Machin- 
ists in  Rockford  built  a  huge  machine  to  be  shipped  overseas,  which 
was  computer  driven,  and  thus,  the  intense  interest  we  have  in  get- 
ting rid  of  these  computer  controls.  That  machine  was  built  to  spec- 
ifications, costing  in  excess  of  $2  million,  and  it  was  tied  up  for  2 
years  in  the  export  licensing  process.  The  company  almost  did  not 
get  the  license  and  almost  had  to  eat  the  $2  million  machine. 

I  applaud  you  for  increasing  dramatically  the  number  of  MTOPS 
for  computers.  My  question  to  you  is,  if  a  computer  is  not  obviously 
designed  to  breach  national  security  and  would  not  be  sold  to  a 
controlled  country,  then  is  there  any  reason  to  have  any  limit  on 
the  MTOPS? 

Secretary  Brown.  We  think  that  there  is  still  reason,  but  I  think 
you  would  appreciate,  Congressman,  the  massive  change  that  we 
have  made. 

Mr.  Manzullo.  We  thank  you  for  that. 

Secretary  Brown.  Prom  12.5  to  500  MTOPS  is  a  significant 
jump. 

Mr.  Manzullo.  I  am  not  greedy.  I  am  just  asking. 

Secretary  Brown.  Technology  is  moving  very  fast,  and  we  think 
that  the  step  that  we  have  taken  is  very  appropriate;  and  the  step 
is  to  decontrol  about  70  percent  or  better  of  all  of  the  computers 
being  manufactured  in  America  today. 

Mr.  Manzullo.  The  second  question  that  I  have:  Is  my  under- 
standing correct  that  with  regard  to  the  computer-driven  pieces  of 
equipment  which  control  the  number  of  conversations  that  go 
through  fiber-optic  cables,  that  those  would  still  be  proscribed  in, 
for  example,  the  country  of  Russia  or  would  that  be  lifted  imme- 
diately? 

Secretary  Brown.  No,  for  Russia,  it  would  still  be  proscribed. 

Mr.  Manzullo.  What  is  the  reason  for  that? 

Secretary  Brown.  Clearly,  there  are  some  national  security  rea- 
sons, and  there  are  some  reasons  that  are  in  discussion  within  the 
Federal  Government  now;  and  we  feel  that  we  have  taken  appro- 
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priate  steps  in  indicating  that  there  have  to  be  additional  discus- 
sions with  our  allies  on  that  matter. 

Mr.  Manzullo.  Those  discussions  are  currently  under  way,  I 
presume? 

Secretary  Brown.  Yes,  they  are. 

Mr.  Manzullo.  And  my  understanding  also  is  that  the  dramatic 
announcement  that  you  have  made,  that  there  will  be  forthcoming 
more  lifting  of  restrictions? 

Secretary  Brown.  Yes,  there  absolutely  will.  You  are  correct  on 
that. 

We  have  indicated  since  the  beginning  that  as  bold  and  aggres- 
sive as  this  is,  it  is  a  first  step  in  all  of  export  promotion  efforts, 
and  the  work  of  the  Trade  Promotion  Coordinating  Committee  does 
not  end  with  the  issuance  of  this  report.  We  think  we  have  taken 
a  giant  step,  but  it  is  a  first  step. 

Mr.  Manzullo.  Thank  you,  Mr.  Secretary. 

Mr.  Gejdenson.  In  an  old  tradition  here,  we  are  going  to  have 
to  recess  for  a  number  of  votes.  Mr.  Secretary  and  Mr.  Chairman, 
if  you  want  to  make  yourself  comfortable  in  2173,  we  hope  to  get 
back  before  the  sun  sets. 

The  committee  will  stand  in  recess. 

[Recess.] 

Mr.  Gejdenson.  The  hearing  will  now  come  to  order. 

Let  me  first  apologize  for  the  inordinate  delay.  The  battle  over 
the  delegates  causes  us  to  revote  every  vote  that  we  have  already 
cast,  not  to  mention  a  motion  to  recommit  and  final  passage;  and 
so  the  last  hour  and  40  minutes,  we  have  been  on  the  floor  voting. 

It  is  a  privilege  to  have  the  distinguished  Allan  Mendelowitz  who 
has  been  such  a  help  to  the  committee.  We  appreciate  his  patience, 
and  the  patience  of  three  audience  members  and  two  staff  members 
who  stuck  around  to  hear  you. 

We  would  be  happy  to  have  you  make  your  entire  statement 
without  any  reductions.  We  figure  that  you  put  this  much  time  in 
and  you  ought  to  be  able  to  make  your  statement. 

STATEMENT  OF  DR.  ALLAN  MENDELOWITZ,  MANAGING  DEIEC- 
TOR,  INTERNATIONAL  TRADE,  FINANCE  AND  COMPETITIVE- 
NESS ISSUES,  U.S.  GENERAL  ACCOUNTING  OFFICE 

Mr.  Mendelowitz.  Mr.  Chairman,  I  would  be  happy  to  submit 
my  full  statement  for  the  record.  I  would  like  to  recognize  for  the 
record  two  staff  members  who  helped  on  this  project  and  have  a 
long  history  of  working  to  improve  export  promotion  programs.  On 
my  left  is  Joe  Natalicchio;  and  on  my  right,  David  Genser. 

And  I  would  like  to  say  for  the  record  that  we  are  pleased  to  see 
the  progress  made  by  the  Trade  Promotion  Coordinating  Commit- 
tee with  its  first  report.  We  think  that  if  you  aggregate  all  the 
changes  that  they  are  proposing  to  make,  it  should  make  a  sub- 
stantial contribution  to  improving  Federal  export  promotion  pro- 
grams. 

However,  the  two  most  important  requirements  in  the  Act — set- 
ting priorities  and  creating  a  unified  budget — have  not  been  com- 
pleted yet.  We  are  pleased  that  the  administration  has  committed 
to  complete  that  part  of  the  responsibility  in  the  context  of  the 
President's  fiscal  year  1995  budget  process.  The  acid  test  of  the 
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success  of  this  undertaking  will,  in  fact,  be  how  successfully  they 
fulfill  the  responsibilities  of  setting  priorities  and  creating  a  unified 
budget  that  make  substantial  improvement  in  the  allocation  of  re- 
sources and  the  operation  of  export  promotion  programs. 

Those  are  my  summary  comments.  If  you  have  any  questions,  I 
will  be  happy  to  try  to  answer  them. 

[The  prepared  statement  of  Mr.  Mendelowitz  appears  in  the  ap- 
pendix.] 

Mr.  Gejdenson.  Thank  you.  Let  me  ask  you  a  couple  of  ques- 
tions. 

First  of  all,  your  sense  is  that  they  are  going  to  move  on  the  uni- 
fied budget  as  they  have  indicated.  Any  help  that  you  can  give 
them  in  that  area  would  be  valuable.  Do  you  think  we  are  moving 
in  the  right  direction  and  are  they  going  to  get  there? 

Mr.  Mendelowitz.  To  be  honest,  trie  question  of  the  unified 
budget  represents  a  daunting  task.  What  the  TPCC  is  required  to 
do  is  to  address  what  I  think  are  the  most  contentious  issues  that 
arise  in  the  government.  This  interagency  process  is  required  to  set 
priorities;  determine  allocation  of  resources,  personnel,  and  pro- 
grams among  different  agencies;  and  reallocate  benefits  to  different 
constituency  groups.  Although  it  is  a  daunting  task,  it  certainly  is 
doable,  but  it  will  take  a  lot  of  effort  and  a  lot  of  attention  from 
high-level  officials. 

I  do  believe,  however,  that  with  the  impetus  and  the  oversight 
and  the  continued  attention  on  the  part  of  your  committee  to  move 
them  along  in  that  direction,  they  should  be  able  to  do  it. 

Mr.  Gejdenson.  Is  this  reallocation  simply  going  to  weaken  us 
in  other  sectors?  For  instance,  I  think  a  lot  of  people,  including 
some  in  the  administration,  have  argued  or  at  least  indicated  that 
maybe  we  ought  to  shift  some  of  our  agricultural  money  into  indus- 
trial activity  or  other  computer  software,  telecommunications.  But 
agriculture  is  an  incredibly  competitive  and  profitable  product  for 
the  United  States;  other  governments  subsidize  massively. 

Are  we  going  to  end  up  seeing  a  marginal  increase  in  computers 
or  telecommunications  or  software  to  find  that  then  we  have  lost 
a  significant  amount  of  grain  sales  to  the  detriment  not  just  of 
farmers  but  our  trade  balance? 

Mr.  Mendelowitz.  I  think  that  the  issue  of  resource  allocation 
and  funding  for  export  promotion  has  two  elements  to  it.  One  is  the 
allocation  of  resources  amongst  different  programs  and  priority 
areas.  And  the  second  is  the  total  level  of  commitment  to  support- 
ing export  promotion  by  the  Federal  Government. 

At  this  point,  based  on  the  work  that  we  have  done,  we  do  not 
believe  that  the  current  level  of  expenditures  for  export  promotion 
is  being  used  effectively.  We  don't  feel  the  taxpayer  is  getting  as 
much  of  a  return  as  the  taxpayer  could  get  if  that  money  were  ef- 
fectively employed.  And,  therefore,  we  really  do  believe  that  setting 
priorities  and  reallocating  resources  is  important  to  ensure  that 
there  is  effective  use  of  the  funds. 

Once  this  is  done,  I  think  the  administration  will  be  in  a  better 
position,  along  with  the  Congress,  to  judge  whether  the  actual  level 
of  funding  for  export  promotion  is  adequate. 

In  this  regard,  I  can  give  you  an  example  of  ineffective  use  of 
funds  by  one  of  the  agricultural  programs  that  we  have  assessed — 


21 

the  Market  Promotion  Program.  This  program,  in  past  years,  has 
provided  up  to  $200  million  a  year  to  help  U.S.  agricultural  export- 
ers advertise  and  market  agricultural  products  overseas.  We  found 
that  in  the  design  of  that  program,  there  was  nothing  to  ensure 
additionally  of  effort  in  return  for  the  Federal  money  put  into  the 
program.  That  means  that  there  was  nothing  to  ensure  that  when 
Federal  money  was  used  to  subsidize  advertising  by  McDonald's  or 
M&M  Mars  or  Gallo  Wine,  that  the  recipients  of  those  funds  were 
doing  anything  that  they  would  not  have  done  without  Federal 
money. 

Secondly,  there  was  no  provision  for  graduation  from  the  pro- 
gram, which  meant  that  once  you  got  the  money,  it  became  almost 
a  sinecure.  There  were  no  criteria  for  deciding  the  basis  on  which 
you  would  receive  Federal  money  and  the  point  at  which  you  no 
longer  required  or  needed  Federal  money. 

And,  third,  there  was  no  evaluation  of  the  program  to  ensure 
that  the  funds  were,  in  fact,  being  effectively  used. 

When  you  have  that  kind  of  program  out  there,  you  really  can't 
make  the  case  that  you  can't  improve  effectiveness  by  reallocating 
funds. 

Mr.  Gejdenson.  A  lot  of  things  that  particular  program  got  hit 
for  were  in  the  support  of  name  brands  and  companies  that  were 
in,  basically,  retail  marketing,  and  profitable  companies;  and  the 
assumption,  I  think,  by  many  people  was  that  they  simply  replaced 
corporate  dollars  with  tax  dollars. 

Are  we  going  to  get  caught  in  the  same  kind  of  bind  where,  while 
initially  there  is  broad  support  for  promoting  manufactured  and 
other  goods,  you  end  up  in  a  situation  where  somebody  says,  "all 
you  are  doing  is  helping  McDonnell  Douglas's  bottom  line  and 
McDonnell  Douglas  made  x  number  of  dollars  in  profit  on  those 
programs,"  et  cetera. 

Should  we  just  step  back,  or  is  it  the  correct  assumption  that  be- 
cause of  what  other  countries  are  doing,  that  we  can't  step  back? 

Mr.  Mendelowitz.  In  our  discussions  with  the  TPCC  and  in 
other  hearings,  we  have  identified  the  types  of  issues  that  need  to 
be  addressed  in  determining  the  best  export  promotion  programs. 
It  requires  a  really  structured  and  deliberate  analytical  process 
identifying  what  services,  in  fact,  U.S.  business  needs  to  export. 
From  that  set  of  services  that  they  need  in  order  to  export,  we  need 
to  identify  what  they  are  not  getting  from  nongovernmental  sources 
and  what  is  appropriate  for  the  government  to  do. 

That  is  a  real  critical  point.  What  is  the  government  best  able 
to  do?  And  who  in  the  government  can  do  what  it  is  that  the  gov- 
ernment can  do  best?  Hopefully,  when  you  go  through  that  kind  of 
rigorous  analytical  process,  you  avoid  the  kind  of  haphazard,  willy 
nilly  distribution  of  public  monies  to  private  beneficiaries  that  you 
have  had  in  programs  like  the  Market  Promotion  Program. 

Mr.  Gejdenson.  The  new  administration's  National  Economic 
Council,  should  that  be  doing  what  TPCC  is  doing,  or  is  that  more 
grand  strategy  rather  than 

Mr.  Mendelowitz.  I  think  that  the  role  of  the  National  Eco- 
nomic Council,  which  did  not  exist  when  the  TPCC  was  created,  is 
evolving.  I  also  believe  that,  while  the  legislation  specifically  di- 
rected the  TPCC  to  set  priorities  and  establish  the  unified  budget, 
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the  fact  that  the  National  Economic  Council  is  to  be  intimately  in- 
volved in  this  process  reflects  that  evolving  role.  The  National  Eco- 
nomic Council,  which  is  in  the  Executive  Office  of  the  President, 
should  have  the  kind  of  clout  needed  to  make  the  hard  decisions. 
I  think  it  is  encouraging  that  somebody  in  authority  in  the  White 
House  will  be  making  the  kind  of  hard  decisions  about  allocation 
of  resources  that  need  to  be  made. 

Mr.  Gejdenson.  And  the  new  tied-aid  program.  Do  you  get  a 
sense  that  that  is  better  designed?  Do  you  need  to  do  some  work 
on  it  still? 

Mr.  Mendelowitz.  We  really  have  not  seen  the  details  on  the 
tied-aid  program.  The  only  reference  we  have  seen  to  the  new  tied- 
aid  program  relates  to  a  $150  million  commitment  of  resources, 
and  we  have  two  questions  about  that.  First,  we  don't  know  where 
the  resources  are  coming  from,  and  I  think  that  is  an  important 
question.  Second,  I  have  heard  no  discussion  about  the  strategy  for 
using  the  war  chest,  and  I  think  this  is  real  important. 

The  policy  of  past  administrations  basically  was  to  use  the  war 
chest  that  had  been  voted  and  established  in  the  Eximbank  to  en- 
force the  terms  of  OECD's  Gentlemen's  Agreement  with  respect  to 
tied  aid.  Basically,  the  war  chest  was  used  only  to  match  and  offset 
tied-aid  offers  that  derogated  from  the  terms  of  the  Gentlemen's 
Agreement. 

I  think  if  you  do  a  careful  analysis,  you  are  going  to  find  in- 
stances where  other  countries  make  tied-aid  offers  that,  in  fact, 
conform  to  the  terms  of  the  Gentlemen's  Agreement;  however,  even 
though  they  conform  to  the  terms  of  the  Gentlemen's  Agreement, 
they  may  be  harmful  to  U.S.  economic  interest.  Consequently,  I  be- 
lieve that  someone  has  to  think  carefully  about  the  strategy  for 
using  the  war  chest  and  making  explicit  decisions  about  using  it 
to  protect  American  economic  interests,  rather  than  just  enforcing 
the  terms  of  the  Gentlemen's  Agreement. 

Mr.  Gejdenson.  While  the  administration  didn't  specify  where 
this  additional  tied  aid  is  coming  from,  would  you  take  it  from 
places  like  MPP  or  other  places? 

Mr.  Mendelowitz.  I  think  I  would  be  overstepping  my  appro- 
priate role  if  I  told  the  administration  where  the  money  should 
come  from,  beyond  saying  I  think  they  should  look  far  and  wide. 
I  think  the  aid  budget  appropriately  should  be  in  the  basket  be- 
cause some  of  those  funds  are  used  for  capital  projects.  The  inter- 
national affairs  budget  category  should  be  considered  overall.  If 
they  don't  look  far  and  wide,  they  are  going  to  have  a  hard  time 
finding  sources  of  funding. 

Mr.  Gejdenson.  Why  do  you  think  it  oversteps  your  authority  or 
job  description? 

Mr.  Mendelowitz.  I  just  think,  when  it  comes  to  specific  issues 
like  whether  to  take  it  from  A  and  give  it  to  B,  those  are  policy 
judgments.  And  I  think  it  is  up  to  the  Congress  and  the  adminis- 
tration to  make  those  judgments.  We  can  criticize  the  process  and 
the  structure.  We  have  pointed  out  the  weaknesses  with  the  major 
programs,  such  as  the  Markets  Promotion  Program.  But,  when  it 
comes  down  to  basic  funding  allocation  issues,  you  are  dealing  with 
a  policy  issue  beyond  our  purview. 
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Mr.  Gejdenson.  Would  it  be  reasonable  to  say  that  they  should 
look  at  the  current  programs  and  that  they  should  take  the  least 
amount  from  the  most-effective  programs  and  the  most  from  the 
least-effective  programs? 

Mr.  MENDELOWITZ.  I  think  you  said  it  beautifully. 

Mr.  Gejdenson.  One  of  the  things  frustrating  at  the  State  and 
local  level  is  that  company  A  comes  to  you  and  says,  we  would  like 
to  move  to  the  district,  how  cheap  can  you  make  the  taxes  and  how 
about  the  road  building?  Then  they  go  to  the  other  communities. 
On  one  level  we  can  up  the  ante  and  make  others  stop  doing  this, 
but  then  it  just  ends  up  being  more  money  to  subsidize  corpora- 
tions that  would  have  done  commercial  deals  even  if  there  had  not 
been  more  money  thrown  out  into  the  pot. 

Do  you  come  down  on  any  particular  side  of  this? 

Mr.  MENDELOWITZ.  Well,  I  don't  think  we  have  enough  money  or 
anyone  has  enough  money  to  fight  an  open-ended  subsidy  war  and 
match  every  subsidy  that  is  out  there.  I  think  that  we  need  to  have 
a  well-developed  strategy  to  try  to  negotiate  them  away  to  the  max- 
imum extent  possible.  Nevertheless,  there  is  still  a  need  to  have 
available  offsetting  subsidies  when  we  either  need  to  use  those  sub- 
sidies to  help  enforce  agreements  or  to  defend  U.S.  economic  inter- 
ests when  it  becomes  necessary. 

I  don't  think  that  is  the  same  thing  as  saying  that  we  are  going 
to  make  an  open-ended  commitment  to  match  every  subsidy  and 
subsidize  every  U.S.  company,  because  you  can't  do  it. 

Mr.  GEJDENSON.  Thank  you.  I  guess  it  is  your  good  fortune  that 
neither  Mr.  Burton  nor  Mr.  Rohrabacher  is  interested  in  question- 
ing you.  And  seeing  as  there  are  no  further  questions,  we  thank 
you  for  your  patience  and  your  testimony,  and  the  committee  will 
stand  adjourned. 

Mr.  Mendelowitz.  Thank  you. 

[Whereupon,  at  5:56  p.m.,  the  subcommittee  was  adjourned.! 
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Prepared  Statement  of  Hon.  Sam  Gejdenson 

Last  year  was  an  unusually  active  year  for  export  promotion  and  export  finance 
legislation.  One  of  the  legislative  highlights  was  the  passage  of  the  Export  Enhance- 
ment Act.  I  had  the  privilege  of  chairing  the  conference  agreement  of  that  bill  for 
the  House  of  Representatives.  With  the  enactment  of  that  legislation,  the  adminis- 
tration is  required  to  present  to  the  committee  its  annual  report  of  the  Trade  Pro- 
motion Coordinating  Committee.  This  is  the  first  of  such  reports  which  are  intended 
to  enhance  coordination  and  streamline  Federal  export  promotion  programs. 

With  us  today  to  present  the  report  is  the  chair  of  the  TPCC,  Secretary  of  Com- 
merce Ron  Brown.  Secretary  Brown  was  ably  assisted  by  the  administration's  leader 
on  export  finance,  Kenneth  Brody,  the  Chairman  and  President  of  the  Export-Im- 

f>ort  Bank  of  the  United  States.  These  two  gentlemen  have  worked  tirelessly  for  the 
ast  several  months  to  make  this  report  a  reality. 

Alan  Mendelowitz  will  also  be  testifying  for  the  committee  this  afternoon.  Dr. 
Mendelowitz'  numerous  General  Accounting  Office  reports  on  the  problems  within 
U.S.  export  promotion  programs  and  his  testimony  before  the  House  and  Senate 
committees  of  jurisdiction  were  the  primaryreason  this  report  was  placed  in  law. 

For  those  members  unfamiliar  with  the  TPCC,  let  me  provide  you  with  a  bit  of 
background  information  before  we  initiate  this  hearing.  The  law  states  that  the  Sec- 
retary of  Commerce  shall  Chair  the  TPCC.  Its  membership  shall  include  the  Depart- 
ments of  Commerce,  State,  Agriculture  and  Treasury,  the  Office  of  the  U.S.  Trade 
Representative,  the  Small  Business  Administration,  the  Trade  and  Development 
Agency,  the  Agency  for  International  Development  and  the  Export-Import  Bank  of 
the  United  States.  The  TPCC  is  assigned  with  providing  a  governmentwide  strategic 
plan  for  carrying  out  Federal  export  promotion  and  export  financing  programs  and 
providing  a  rational  budget  proposal  that  reflects  the  President's  export  promotion 
strategy. 

This  first  report  is  a  giant  step  in  the  right  direction.  The  new  administration  was 
handed  an  enormous  assignment  and  they  have  surprised  us  by  delivering  the  goods 
on  time!  For  the  first  time  the  agencies  and  departments  responsible  for  export  pro- 
motion are  discussing  what  is  the  best  policy  for  the  country — not  just  their  con- 
stituent base. 

I  want  to  praise  all  three  gentlemen  for  their  dedication  to  this  issue.  I  look  for- 
ward to  today's  testimony. 
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Mr.  Chairman,  America's  future  depends  on  our  ability  to 
compete  and  win  in  the  international  market  place.   In  1992,  the 
United  States  was  once  again  the  world's  largest  exporter.   The 
Clinton  Administration  is  committed  to  enhancing  that  leadership 
role  throughout  the  1990s  as  we  prepare  for  the  challenges  of  the 
21st  Century. 

Exports  and  export  growth  are  not  just  economic  statistics. 
Export  growth,  Mr.  Chairman,  will  create  millions  of  new  jobs  for 
American  workers.   The  simple  equation  of  Exports  Equal  Jobs  has 
become  a  new  principle  of  prosperity. 

Last  year,  Mr.  Chairman,  you  and  your  Congressional 
colleagues  asked  for  a  government  wide  export  promotion  policy 
and  budget.  "TOWARD  A  NATIONAL   EXPORT  STRATEGY"    is  the  first 
annual  report  of  the"  Trade  Promotion  Coordinating  Committee 
established  by  the  1992  amendments  to  the  Export  Enhancement  Act. 

You  and  your  colleagues  on  the  Subcommittee  took  the  lead  in 
calling  for  a  strategic  approach  to  exports  that  would  pull 
together  the  efforts  of  the  various  agencies.   I  know  that  you, 
Mr.  Chairman,  have  been  strong  advocates  for  export  promotion  as 
well  as  working  to  streamline  our  export  control  system. 

Mr.  Chairman,  I  also  want  to  extend  my  thanks  to  my  eighteen 
colleagues  in  the  Administration  who  worked  long  and  hard  to 
craft  our  export  strategy.   None  of  my  colleagues,  Mr.  Chairman, 
has  worked  longer  or  harder  than  my  good  friend  Ken  Brody, 
Chairman  of  the  Eximbank.   He  put  heart  and  soul  into  this  report 
Mr.  Chairman,  as  well  as  imagination,  intellect  and  a  good  deal 
of  old  fashioned  sweat  equity.   Without  that  spirit  of  commitment 
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and  cooperation  from  Ken  and  all  my  colleagues,  we  would  noc  have 
taken  today's  step  toward  what  should  be,  that  must  be  a  Team 
America  approach  to  export  promotion. 

Before  I  turn  my  attention  to  the  details  of  the  report,  Mr. 
Chairman,  I  want  to  say  a  word  or  two  about  your  second  panel. 
We  are  all  in  the  debt  of  Allan  Mendelowitz  for  his  ground 
breaking  work  on  the  need  for  better  coordination  of  federal 
export  promotion  programs.   You  will  find,  I  am  sure,  many  of  his 
suggestions  incorporated  into  the  body  of  our  report. 

Mr.  Chairman,  America's  future  depends  on  our  ability  to 
compete  successfully  in  the  international  market  place.   Our 
position  as  the  world's  undisputed  economic  leader,  our  national 
security  and  the  livelihood  of  millions  of  Americans  will  turn  on 
how  well  the  businesses,  workers  and  government  of  the  United 
States  respond  to  the  challenge  of  global  competition. 

The  Clinton  Administration  is  committed  to  ensuring  our 
success  in  global  markets  in  every  possible  way:   To  lead  when 
leadership  is  called  for;  to  act  as  energetic  advocates  of 
American  interests;  to  level  the  playing  field;  and,  whenever 
appropriate;  to  get  out  of  the  way  and  let  the  creativity, 
initiative  and  industry  of  this  country's  people  continue  to  set 
the  standards  for  the  global  economy. 

You  made  it  clear  that  you  wanted  a  report  that  will  set  us 
on  the  road  to  higher  levels  of  exports,  more  and  better  jobs  and 
a  rising  standard  of  living  for  all  Americans.   It  is  with  great 
pleasure,  Mr.  Chairman,  that  I  can  deliver  to  you  just  such  a 
report . 

This  is  not  just  another  report  on  another  arcane  aspect  of 
economic  policy.   This  report  will  not  join  the  many  gathering 
dust  in  library  stacks.   Instead  of  gathering  dust,  Mr.  Chairman, 
we  want  the  country  to  "watch  our  dust"  as  we  turn  analysis  into 
action . 

Our  first  report  sets  forth  more  than  60  specific  actions 
and  concrete  recommendations  to  assure  that  U.S.  firms  have  the 
information,  technical  assistance,  resources  and  full  support  of 
all  levels  of  government  to  achieve  export  growth  and  to 
strengthen  our  international  economic  leadership. 

Today,  Mr.  Chairman,  United  States'  firms  and  workers  export 
about  $700  billion  in  goods  and  services.   If  a  dramatically 
revamped  government  export  effort  can  improve  our  performance  by 
only  15%  that  would  add  $100  billion  new  exports  to  the  total  and 
create  2  million   new  American   jobs. 

But  Mr.  Chairman,  we  have  set  an  even  more  ambitious  target. 
As  a  direct  consequence  of  the  innovations  and  increased 
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efficiencies  of  the  National  Export  Strategy  contained  in  the 
report,  we  expect  American  exports  of  goods  and  services  to  pass 

the  trillion  dollar  mark  by  the  end  of  the  decade.   That  kind  of 
export  growth  translates  into  6  million  new  jobs. 

Meeting  the  trillion  dollar  mark  will  mean  that,  in  the  year 
2,000,  more  than  13  million  Americans  will  be  earning  their 
living  as  a  direct  consequence  of  merchandise  exports  and 
countless  more  will  be  employed  due  to  service  exports. 

We  will  start  the  fight  for  new  markets  and  new  jobs  from 
day  one  with  a  series  of  ambitious  steps. 

o   We  can  achieve  the  trillion  dollar  mark  for  exports  and 
fully  intend  to  meet  it.   You  will  be  able  to  measure  our  year- 
to-year  progress  in  figures  for  higher  exports  and  the  jobs  that 
come  with  them. 

o  For  exporters  --  especially  small  and  mid-sized  companies 
--  daunted  by  the  byzantine  organizational  charts  and  acronym 
soup  of  U.S.  government  agencies  created  to  serve  them,  there 
will  be  relief.   The  National  Export  Strategy  will  create  a 
series  of  user-friendly  one-stop  shops  located  in  major  export 
centers  nation  wide  to  provide  export  marketing  and  finance 
counseling.   These  facilities  will  bring  together,  under  a  single 
federal  government  coordinated  management  team,  the  resources  of 
a  wide  variety  of  local,  state  and  federal  government  agencies 
and  a  network  of  private  sector  export  providers. 

It  seems  like  a  simple  idea.   It  is.   But  it  is  also  a 
revolution  in  government.   And  it  is  not  just  an  idea,  Mr. 
Chairman.   Centers  will  open  on  January  1,  1994,  in  Baltimore, 
Chicago,  Los  Angeles  and  Miami. 

o   The  revolution  does  not  stop  there.   None  of  the  19 
agencies  that  work  to  promote  exports  will  be  left  untouched. 
All  will  be  more  efficient.   All  will  work  better  with  one 
another.   All  will  be  dedicated  to  serving  the  needs  of  the 
government's  customers:   the  resources  for  all  the  agencies  will 
be  evaluated  in  a  cross-cutting  fashion.   They  will  be  viewed,  as 
they  should  be,  as  the  nation's  aggregate  export  promotion 
resource,  to  be  allocated  cased  on  tomorrow's  opportunities,  not 
the  entrenched  interests  of  yesterday's  bureaucracies. 

o   Business-people  can  now  call  one  telephone  number  and 
reach  a  Commerce  Department -based  information  clearinghouse 
offering  the  vast  informational  resources  of  the  U.S.  government 
on  potential  export  markets.   Special  reports  will  tie  together 
the  disparate  documents  on  a  country  into  a  single,  user  friendly 
guide . 
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o  We  are  encouraging  private  banks  to  return  to  the  export 
finance  market,  filling  a  critical  shortage  for  smaller 
exporters.   And,  we  are  recommending  a  consolidation  of  our 
feasibility  study  grant  system  to  compete  more  effectively 
worldwide . 

o   For  America's  exporters  --  large  and  small  --  who  have 
lost  international  contracts  to  foreign  competitors  backed  by  the 
high-level  advocacy  of  their  governments,  the  National  Export 
Strategy  also  signals  change.   Beginning  immediately,  focused 
coordinated  and  aggressive  action  plans  will  assure  highest  level 
U.S.  government  advocacy  for  U.S.  firms  competing  for  public 
sector  contracts  throughout  the  world. 

o   We  will  systematically  target  markets  with  the  greatest 
potential  for  U.S.  exporters  and  then  go  to  work  to  win  greater 
U.S.  market  share.   We  are  going  to  put  the  old  adage  of  "getting 
there  the  fastest  with  the  mostest"  to  work  for  U.S.  exports. 

With  a  strategy  in  hand  and  effective  coordination  in  place, 
Mr.  Chairman,  we  are  better  poised  to  meet  the  foreign 
competition  and  take  advantage  of  the  export  opportunities 
created  by  new  international  trade  agreements  and  the  growth  in 
emerging  markets. 

Altogether,  Mr.  Chairman,  the  National  Export  Strategy 
contains  more  than  sixty  recommendations. 

The  impact  of  your  export  focused  work,  Mr.  Chairman,  goes 
well  beyond  the  specifics  of  the  National  Export  Strategy.   You 
and  your  colleagues  have  helped  focus  the  Administration's 
attention  on  the  opportunities  and  the  challenges  posed  by 
growing  global  competition. 

We  are  an  Administration  elected  to  deal  with  the  reality  of 
change.   And  change  in  the  international  economic  arena  has  been 
dramatic.   The  Cold  War  and  its  focus  on  international  policies, 
masked  an  underlying  economic  revolution.   When  the  Cold  War 
started,  Mr.  Chairman,  the  United  States  was  the  world's 
unrivaled  political,  military  and  economic  power.   We  produced 
half  the  world's  income  and  had  a  technological  edge  that 
stretched  across  the  full  range  of  industry. 

For  many  industries,  exports  were  an  afterthought.   We 
relied  on  having  the  "the  better  mousetrap"  and  much  of  the  worid 
did,  in  fact,  beat  a  path  to  our  export  door. 

That  comforting  world  of  seemingly  endless  and  effortless 
economic  superiority  is  over.   While  we  remain  the  world's 
leading  economy,  our  share  of  world  GDP  has  shrunk  to  just  about 
24  Dercent .   Our  share  of  world  manufactures  is  even  lower. 
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Today,  international  commerce  is  thoroughly  woven  into  the 
fabric  of  the  American  economy.   In  1993,  when  you  focus  on 
exports  you  are  focusing  on  job  creation  --  seven  million 
Americans  already  look  to  merchandise  exports  for  their 
livelihood  and  millions  more  American  jobs  can  be  directly  linked 
to  service  exports.   With  a  rate  of  pay  17  percent  above  the 
average,  export  related  jobs  put  millions  of  Americans  a  step 
closer  to  the  American  dream.   And  as  I  said  earlier,  Mr. 
Chairman,  we  intend  to  add  six  million  more  of  those  high 
quality,  high  wage  jobs  by  the  turn  of  the  century. 

Exports  are  already  vital  to  the  economic  health  of  key 
sectors  of  our  economy.   The  computer,  aerospace,  heavy  earth 
moving  equipment,  farm  implement  and  many  other  industries  are 
highly  dependent  on  the  export  market.   The  same  is  true  of 
agriculture,  where  one  acre  in  four  is  harvested  for  the  overseas 
market . 

And  the  potential  is  growing.   Europe  and  Japan  are  large 
and  important  markets.   But  there  is  enormous  promise  in  Africa, 
Asia,  Latin  America  and  the  emerging  economies  of  Central  and 
Eastern  Europe  as  well  as  the  former  Soviet  Union.   In  the  1990s, 
it  is  estimated  that  the  requirements  for  new  roads,  bridges, 
ports  and  environmental  clean  up  will  pass  the  trillion  dollar 
mark  in  Asia  alone. 

Growing  world  markets,  however,  do  not  automatically 
translate  into  U.S.  export  sales.   In  many  markets,  foreign 
governments  have  been  more  aggressive,  more  focused,  and  more 
effective  than  our  own  government  in  helping  their  firms  to 
secure  export  sales.   Senior  government  officials,  up  to  and 
including  the  President  or  Prime  Minister,  will  often  travel  the 
world  to  support  the  sale  of  their  home  country's  goods  and 
services.   In  Europe  and  Japan,  government -backed  export 
financing  is  more  widely  available  and  more  flexibly  used  than  in 
the  United  States.   France,  England,  Italy  and  Japan,  among 
others,  have  used  their  foreign  assistance  funds  to  support  home 
country  exports  of  capital  and  other  goods. 

Most  of  our  industrial  competitors  have  made  a  greater 
commitment  to  gathering  information  on  potential  export 
opportunities  and  a  more  effective  job  of  overseas  economic 
diplomacy . 

The  fierce  competition  for  international  markets  comes  first 
and  foremost  from  the  more  innovative  firms  in  Europe  and  Japan. 
In  particular,  Japanese  companies  have  set  the  pace  with  a  mix  of 
aggressive  business  practices  and  a  virtually  economy  wide 
commitment  to  quality,  rapid  time  to  market,  ongoing  innovation 
and  customer  satisfaction.   American  companies  have  been  moving 
to  meet  the  competition.   In  corporate  parlance,  they  have  had  to 
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"benchmark  to  the  best",  whether  that  best  is  in  Chicago, 
Frankfurt  or  Osaka. 

The  new  realities  of  international  competition  have  lessons 
for  the  U.S.  government  as  well.   Persistent  economic  diplomacy 
and  high-level  advocacy;  adequate  export  financing;  improved 
efforts  at  information  gathering  and  listening  to  your  customer 
have  become  necessary  components  of  an  export  policy. 

In  crafting  the  first  National  Export  Strategy,  Mr. 
Chairman,  we  listened  to  our  customers  --  the  taxpaying 
businesses  and  working  Americans  who  are  responsible  for  this 
country's  international  economic  leadership.   We  held  dozens  of 
private  sector  meetings  and  spoke  to  individuals,  export-oriented 
firms,   trade  associations,  and  labor  unions. 

We  listened  and  we  responded.   Over  and  over  we  heard  the 
private  sector  raise  the  question  of  a  Cold  War  export  control 
regime  that  is  keeping  them  out  many  markets.   I  am  pleased  to 
say,  Mr.  Chairman,  that  we  will  help  create  additional  jobs  in 
our  computer,  telecommunications  and  other  leading-edge 
industries  by  significantly  reducing  unnecessary  export  controls 
consistent  with  our  national  security  needs  and  our  foreign 
policy  goals. 

With  your  creation  of  the  Trade  Promotion  Coordinating 
Committee,  you  have  put  us  on  the  path  of  adopting  the  same 
habits  of  thought  developed  by  our  best  companies.   We  need  to 
measure  our  own  export  strategy  against  the  flexibility  and 
effectiveness  of  the  competition. 

Mr.  Chairman,  President  Clinton  and  his  entire  team  are 
focused  on  developing  and  putting  into  practice  a  growth  strategy 
that  promises  more  and  better  jobs  and  a  rising  standard  of 
living  for  all  Americans.   You  see  that  commitment  in  deficit 
reduction  and  in  new  technology,  trade  and  training  policies. 

Exports  are  central  to  that  overall  strategy.   We  believe, 
Mr.  Chairman',  that  our  role  in  building  a  better  America  at  home 
and  acting  as  an  economic  leader  abroad  is  dependent  on  our 
ability  to  develop  a  coherent,  aggressive  and  effective  national 
export  strategy. 

Thank  you,  Mr.  Chairman.   I  would  be  pleased  to  answer  any 
questions  you  might  have. 
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Good  morning,  Mr.  Chairman,  Congressman  Roth  and  membere  of 
the  Subcommittee.  It  is  customary  for  all  witnesses  to  thank  the 
Subcommittee  for  the  opportunity  to  testify.  Often  the  gratitude 
is  a  necessary  formality  coming  from  a  witness  who  neither  sought 
nor  relished  the  experience.  Today,  for  me,  the  thank  you  is  quite 
sincere.  Five  months  ago  today,  my  nomination  hearing  was  held. 
Since  that  time,  I  have  been  working  on  the  Trade  Promotion 
Coordinating  Committee  (TPCC)  trying  to  make  good  on  my  commitment 
to  making  the  Export -Import  Bank  lead  the  way  toward  developing  an 
export  mentality  throughout  the  country  and  seeking  new  ways  to 
ensure  the  Bank's  dollars  work  harder  for  the  U.S.  taxpayer.  As 
Secretary  Brown  stated,  the  TPCC  is  the  progeny  of  Congress,  who 
demonstrated  remarkable  foresight  in  the  mandates  of  the  TPCC. 
Foresight  because  the  most  important  task  facing  the  U.S.  in  this 
decade  is  the  maintenance  and  creation  of  high-wage  jobs. 

The  American  public  demands  that  government  help,  not  hinder, 
che  private  sector  meet  the  challenge  of  job  creation.  A  sound 
national  export  strategy  is  one  of  the  moat  cost-effective  ways  to 
produce  economic  growth  and  jobs.  In  May,  President  Clinton 
recognized  the  opportunity  the  TPCC  presented,  when  he  stated  at 
the  Eximbank  Annual  Conference  that  "we  want  to  end  the  duplication 
and  overlap  to  make  sure  all  these  programs  are  customer-driven. 
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We  want  our  guide  to  be  the  needs  of  the  exporters  and  the 
lenders."  Under  the  leadership  of  Secretary  Brown,  the 
Administration  adopted  the  TPCC  as  its  own  and  has  made  it  work. 
The  TPCC  has  produced  a  set  of  actions  and  recommendations  that,  if 
properly  implemented,  will  give  a  great  boost  to  the  ability  of 
American  companies  to  compete  in  the  global  marketplace.  The 
Secretary  has  set  a  goal  of  two  million  new  jobs.  We  hope  that 
this  target  proves  to  be  conservative. 

This  Subcommittee  required  that  Secretary  Brown  find  a  way  tc 
bring  19  different  agencies  together  to  work  toward  the  common  goal 
of  formulating  a  sound  national  export  strategy.  As  this 
Subcommittee  well  knows,  getting  nineteen  agencies  to  agree  on  a 
strategy  is  no  easy  task.  I  know  it  may  sound  odd,  but  I  think  we 
had  a  good  time  attempting  to  meet  this  challenge. 

Secretary  Brown  took  the  unusual  step  of  asking  someone 
outside  his  own  agency  to  serve  as  hi3  deputy.  This  is  one  way  the 
TPCC  avoided  "government  as  usual".  We  decided  to  take  a  novel 
approach  with  the  TPCC.  Rather  than  attempting  to  force  agreement 
at  the  deputy  and  principal  level,  we  pursued  real  policy 
development  at  the  working  level.  We  believed  that  interagency 
disputes  would  largely  be  avoided,  if  the  focus  stayed  on  policy, 
rather  than  turf  protection. 

We  received  unqualified  cooperaticn  from  all  of  the  TPCC 
Agencies.  We  asked  that  each  agency  assign  experienced. 
professional  staff  to  the  working  groups.  The  three  working  group: 
were  divided  into  exporter  focused  areas:    Trade  Finance. 
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Information,  Marketing,  Counseling  and  Advocacy,  and  finally, 
Export  Impediments.  Two  commitments  were  asked  of  the 
participants.  First,  agency  hats  would  be  left  at  the  door  of  all 
working  group  meetings.  Second,  the  members  of  the  working  groups 
would  meet  every  work-day  for  three  hours  a  day,  over  a  six-week 
period.  To  the  credit  of  every  agency,  the  working  groups  more 
than  met  their  commitments.  Each  group  produced  policy  and  program 
recommendations  that  transcended  traditional  agency  positions  and 
that,  most  importantly,  offered  solutions,  not  more  study  and  more 
process.  The  process  was  not  just  government  talking  to 
government.  The  Commerce  Department  hosted  numerous  meetings  and 
conducted  hundreds  of  discussions  with  companies  large  and  small  to 
make  sure  that  the  TPCC  met  the  real  needs  of  exporters. 

Let  me  state  that  not  all  of  the  work  is  done.  As  Secretary 
3rown  stated,  the  TPCC  is  an  on-going  process.  Difficult 
substantive  and  organi rational  issues  must  still  be  addressed  tc 
advance  many  of  the  recommendations  made  in  the  report  today. 
However,  I  believe  Secretary  Brown  deserves  a  great  deal  of  credit 
for  leading  the  TPCC  and  developing  a  strategy  that  will  make  the 
U.S.  more  competitive.  Throughout  this  process,  he  imposed  one 
simple  criterion:  at  the  end  of  the  day,  the  U.S.  must  be  more 
aggressive  and  more  creative  in  our  trade  promotion  efforts  than 
our  competitors.  For  too  many  years,  we  have  been  too  passive.  We 
have  allowed  other  governments  to  outwit  and  outwork  the  U.S.  We 
hope  that  the  report  today  is  a  long,  first  stride  toward  reversing 
those  trends. 
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How  will  we  be  smarter  and  more  aggressive  in  the  area  of 
trade  finance?  We  recommend  the  consolidation  of  all  feasibility 
studies  for  major  projects  primarily  designed  to  support  U.S. 
exports,  including  concept  design  and  financial  planning,  at  the 
Trade  and  Development  Agency  and  the  creation  of  a  single  office 
within  the  Department  of  Commerce  to  assist  U.S.  companies  in 
pursuing  projects  financed  by  the  Multilateral  Development  Banks 
(MDBs) .  This  office  will  act  as  a  liaison  with  the  Department  of 
Treasury  and  provide  the  information  to  the  exporters  through  the 
one-stop  shops.  These  two  recommendations  have  related  rationales. 
Gaining  market  share  is  often  a  function  of  being  the  first  in  the 
door  in  the  most  promising  markets.  Feasibility  studies  provide 
the  key  to  opening  the  door  because  these  studies  set  the 
conditions  and  criteria  for  a  capital  project.  Development  bank 
financing  cpens  the  door  because  MDB  projects  are  often  the  first 
and  largest  infrastructure  projects  in  emerging  markets.  Taken 
together,  better  use  of  feasibility  studies,  and  a  more  aggressive 
approach  to  MDB-financed  projects  will  enable  us  to  gain  market 
access  and  market  share. 

A  central  goal  of  the  TPCC  in  all  areas  was  to  make  sure  we 
did  everything  to  maximize  the  chances  for  small  and  medium  size 
businesses  to  export  goods  and  services.  The  biggest  obstacle  for 
this  sector  is  not  the  lack  of  federal  budget  resources.  The 
primary  obstacles  have  been  the  lack  of  awareness  of  and  access  to 
pre-export  working  capital  guarantees  to  support  the  sale  of  goods 
and  services  overseas.  Small  and  inexperienced  companies  have  beer. 
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faced  with  both  a  general  reluctance  of  commercial  banks  to  provide 
export  financing  support  and,  confusion  created  by  the  existence  of 
two  different  working  capital  programs  at  SBA  and  Eximbank . 
Secretary  Brown  emphasized  that  changes,  such  as  the  one -stop 
shops,  will  make  it  easier  for  these  firms  to  avail  themselves  of 
government  expertise  and  information.  In  the  area  of  trade 
finance,  we  adopted  an  innovative  principle.  The  TPCC  recommends 
maximizing  accessibility  and  availability  of  capital  by  bringing 
the  money  to  closer  to  the  people. 

The  TPCC  solution  is  to  create  one  harmonized  program  that 
draws  upon  the  beet  features  of  the  two  working  capital  programs 
and  improve  the  delivery  system  by  utilizing  private  sector 
intermediaries.  When  we  combine  SBA's  broad  geographical  presence 
with  Eximbank 's  mere  widely  accepted  program,  the  U.S  Government 
will  offer  a  single  working  capital  program.  The  TPCC  recommends 
one  set  of  simplified  documentation  that  the  exporter  would  use  tc 
access  either  program. 

We  intend  to  serve  more  small  and  medium-sized  companies  and 
attract  a  broader  spectrum  of  lenders  intc  the  market.  Eximbank, 
in  cooperation  with  the  other  agencies,  will  be  training  field 
staff,  state  and  local  agencies  and  the  private  sector,  especially 
the  commercial  lenders. 

This  is  just  a  brief  description  of  the  trade  finance 
recommendations  and  actions  of  the  TPCC,  but  this  should  give  you 
a  flavor  of  the  TPCC's  work  thus  far.  President  Clinton  has  left 
no  room  for  doubt.   We  must  create  jobs  that  pay  well  and  keep  our 
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economy  growing.  I  am  personally  committed  to  doing  my  part 
through  the  implementation  of  the  TPCC  recommendations.  I  want  to 
publicly  thank  those  individuals  who  participated  in  the 
interagency  working  groups,  the  thirty  plus  employees  of  Eximbank 
who  have  contributed  countless  hours  to  this  project  and  again 
thank  Secretary  Brown  for  his  leadership. 

I  will  gladly  respond  to  any  questions  the  Subcommittee 
members  may  wish  to  ask. 
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EXPORT  PROMOTION: 

INITIAL  ASSESSMENT  OF 

GOVERNMENTWIDE  STRATEGIC  PLAN 

SUMMARY  OF  STATEMENT  BY  ALLAN  I.  MENDELOWITZ,  DIRECTOR 

INTERNATIONAL  TRADE,  FINANCE,  AND  COMPETITIVENESS  ISSUES 

GENERAL  GOVERNMENT  DIVISION 

The  report  released  today  on  the  Trade  Promotion  Coordinating 
Committee's  (TPCC)  effort  to  develop  a  governmentwide  strategic 
plan  for  federal  trade  promotion  programs  was  mandated  by  the 
Export  Enhancement  Act  of  1992.   The  act  requires  the  plan,  among 
other  things,  to  establish  priorities  for  federal  trade 
promotion,  include  a  strategy  for  bringing  federal  trade 
promotion  activities  into  line  with  the  new  priorities  and  for 
improving  their  coordination,  and  propose  a  unified  budget  for 
federal  trade  promotion  programs.   This  is  a  formidable  task. 

We  view  the  strategic  plan  issued  today  as  a  status  report  on 
progress  to  date.   The  plan  includes  specific  actions  to  improve 
the  existing  trade  promotion  system  in  areas  where  TPCC  was  able 
to  reach  consensus.   These  initiatives,  such  as  establishing  a 
network  of  "one-stop  shop"  trade  promotion  centers,  may,  in 
combination,  significantly  contribute  to  improving  the  current 
system.   However,  TPCC  was  unable  to  reach  consensus  on  the  much 
more  difficult  issues  of  setting  priorities  and  creating  a 
unified  budget  proposal  for  federal  trade  promotion  programs. 
Nevertheless,  the  plan  does  make  a  firm  commitment  to  establish 
governmentwide  priorities  and  a  unified  budget  proposal  within 
the  context  of  the  President's  fiscal  year  1995  budget.   We  are 
also  encouraged  by  the  plan's  commitment  to  a  more  systematic  use 
of  measures  to  evaluate  the  usefulness  of  trade  promotion 
programs,  and  by  its  proposal  to  strengthen  coordination  between 
trade  promotion  and  trade  policy  agencies. 

To  be  successful,  the  TPCC  effort,  from  here  on,  will  require 
continued,  sustained,  high-level  administration  involvement  and 
support.   We  would  expect  the  administration  to  use  a  well- 
reasoned  analytical  methodology  for  establishing  federal  trade 
promotion  priorities,  and,  upon  developing  them,  assess  the 
usefulness  of  all  federal  trade  promotion  activities  in  light  of 
those  priorities.   The  unified  budget  should  reflect  the  newly 
established  federal  trade  promotion  priorities  and  facilitate  the 
process  of  reallocating  funds  within  and  among  agencies. 
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Mr.  Chairman  and  Members  of  the  Subcommittee: 

I  am  pleased  to  be  here  today  to  testify  before  this  Subcommittee 
on  the  report  on  the  federal  strategic  planning  effort  to  promote 
exports  released  today  by  the  Trade  Promotion  Coordinating 
Committee  (TPCC) .   Due  to  the  obvious  time  constraints,  my 
comments  today  are  based  on  a  limited  review  of  this  new  report; 
however,  they  draw  on  GAO's  many  years  of  experience  reviewing 
federal  trade  promotion  activities. 


THE  NEED  TO  STRENGTHEN  THE 
FEDERAL  EXPORT  PROMOTION  SYSTEM 


During  1991-92,  our  reviews  of  federal  trade  promotion  programs 
reported1  on  a  governmentwide  effort  that  is  fragmented  among  10 
agencies,  with  no  overarching  strategy  or  explicit  set  of 
priorities,  and  lacking  the  organizational  ability  to  provide  the 
needed  services.   The  lack  of  a  governmentwide  strategy  for 
promoting  exports  resulted  in  what  appeared  to  be  funding 
anomalies  for  different  agencies'  programs.   For  example,  in 
fiscal  year  1991,  although  agricultural  products  represented  only 


1  See  Export  Promotion:  Federal  Programs  Lack  Organizational  and 
Funding  Cohesiveness  (GAO/NSIAD-92-49 ,  Jan.  10,  1992);  Export 
Promotion:  Federal  Approach  Is  Fragmented  (GAO/T-GGD-93-6  8 ,  Aug. 
10,  1992);  Export  Promotion:  Problems  in  the  Small  Business 
Administration's  Programs  (GAO/GGD-92-77 ,  Sept.  2,  1992);  and 
Export  Promotion:  Governmentwide  Strategy  Needed  for  Federal 
Programs  (GAO/T-GGD-93-7 ,  Mar.  15,  1993). 
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about  10  percent  of  U.S.  exports,  the  U.S.  Department  of 
Agriculture  received  about  75  percent  of  the  federal  export 
promotion  budget.   Moreover,  the  lack  of  a  governmentwide 
strategy  nas  led  to  fragmentation  in  the  delivery  of  federal 
export  promotion  services. 

THE  EXPORT  ENHANCEMENT  ACT  OF  1992 

The  Export  Enhancement  Act  of  1992  reguires  TPCC  to  issue  by 
September  30,  1993,  and  annually  thereafter,  a  report  containing 
"a  governmentwide  strategic  plan  for  Federal  trade  promotion 
efforts"  and  describing  its  implementation.   Reguiring  that  the 
plan  be  presented  in  a  report  to  Congress  creates  a  vehicle  for 
interagency  decisionmaking  that  could  lead  to  fundamental  change. 
It  aims  to  set  into  motion  a  process,  including  an  annual 
reporting  requirement,  through  which  the  administration,  working 
with  Congress,  can  establish  priorities  for  guiding  export 
promotion  efforts,  reshape  their  programs  to  reflect  those 
priorities,  and  marshal  federal  resources  to  fund  them. 

The  legislation  is  specific  as  to  the  contents  of  the  plan.   It 
requires  TPCC  to  establish  in  the  strategic  plan  priorities  for 
federal  trade  promotion  and  explain  the  rationale  for  these 
priorities.   The  act  also  requires  TPCC  to  include  in  the  plan  a 
strategy  for  bringing  federal  trade  promotion  activities  into 
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line  with  the  new  priorities  and  for  improving  their 
coordination.   TPCC  is  also  required  to  propose  in  the  plan  a 
means  for  eliminating  overlap  among  federal  trade  promotion 
activities  and  increasing  cooperation  between  state  and  federal 
trade  promotion  efforts.   Lastly,  the  act  requires  that  TPCC 
include  in  the  strategic  plan  a  proposal  to  the  President  for  an 
annual  unified  budget  for  federal  trade  promotion  activities. 
This  budget  is  to  (1)  reflect  the  new  priorities  and  improved 
interagency  coordination  and  (2)  eliminate  funding  for  areas  of 
overlap  and  duplication  among  federal  agencies. 

THE  CHALLENGE  OF  A  GOVERNMENTWIDE  PLAN 

Making  genuine  progress  in  this  effort  is  a  formidable  task. 
Developing  a  successful  plan  requires  that  a  committee  comprised 
of  officials  from  different  federal  agencies,  each  with  different 
missions  and  constituencies,  work  together  to  determine  a  common 
set  of  priorities  for  trade  promotion.   Basically,  TPCC  must 
address  the  most  contentious  and  difficult  of  interagency  issues: 
the  possible  reallocation  of  agency  staff  and  funding  resources, 
the  shifting  of  programmatic  responsibilities  among  different 
agencies,  and  the  potential  redistribution  of  the  benefits  of  the 
federal  government's  export  promotion  efforts  among  different 
constituencies.   The  incentives  inherent  in  such  an  effort 
naturally  push  committee  members  to  take  the  path  of  least 
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resistance  and  develop  a  plan  that  upsets  as  few  constituencies 
as  possible.   Therefore,  the  assessment  of  any  progress  made  in 
the  effort  thus  far  must  be  considered  against  the  daunting 
nature  of  the  task. 

Moreover,  TPCC  faced  an  additional  complicating  factor.   No 
matter  how  talented  and  dedicated,  working  groups  of  career  staff 
cannot  resolve  thorny  interagency  policy  and  resource  issues. 
Substantive  progress  in  the  TPCC  effort  reguired  the 
participation  and  concurrence  of  agency  officials  at  the  highest 
levels.   However,  this  task  was  conducted  during  a  presidential 
transition,  and  many  of  the  officials  whose  input  was  required 
were  not  appointed  until  late  in  the  process.   Indeed,  some 
important  positions  are  still  unfilled.   While  the  effort 
received  the  active  involvement  of  high-level  agency  officials, 
the  absence  of  presidential  appointees  in  key  positions  must  have 
made  the  task  much  more  difficult. 

OVERALL  ASSESSMENT  OF  TPCC ' S  PLAN 

We  have  previously  testified  that  the  ultimate  test  of  the 
strategic  plan's  value  is  whether  it  serves  as  an  agent  for 
change;  that  is,  whether  "the  bases  for  change  that  it  proposes 
are  sufficiently  convincing  to  elicit  support  from  all  the 
agencies  involved  and  the  congressional  committees  that  may  be 
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asked  to  change  enabling  legislation  and  alter  appropriations."2 
The  best  indication  of  whether  the  strategic  plan  meets  this 
requirement,  however,  lies  not  in  its  content  but  in  the  plan's 
tangible  results;  that  is,  whether  this  plan,  as  it  evolves, 
permits  agency  leadership  to  transform  the  haphazardly  organized 
and  fragmented  federal  trade  promotion  activities  into  a  coherent 
system. 

The  strategic  plan  issued  today  is  a  status  report  on  progress  to 
date.   The  plan  makes  a  commitment  to  undertake  a  number  of 
specific  improvements  in  individual  agency  programs  as  well  as 
genuinely  new  interagency  efforts.   On  other  more  fundamental 
tasks,  including  setting  governmentwide  priorities  and  creating  a 
governmentwide  export  promotion  budget,  the  plan  makes  a  firm 
commitment  to  complete  these  tasks  within  the  context  of  the 
fiscal  year  1995  budget. 

It  is  clear  from  the  plan  that  the  TPCC  leadership  addressed 
matters  on  which  interagency  consensus  could  more  easily  be 
achieved,  and  deferred  addressing  more  contentious  issues.   In 
this  way,  TPCC  has  ensured  that  some  substantive  progress  has 
been  made,  even  though  no  consensus  has  been  reached  on  resolving 
the  most  difficult  problems. 


2  See  Export  Promotion  Strategic  Plan;   Will  It  Be  A  Vehicle  for 
Change?  (GAO/T-GGD-93-43,  July  26,  1993). 
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Among  matters  on  which  the  TPCC  could  reach  consensus,  the 
strategic  plan  commits  the  administration  to  making  numerous 
incremental  changes  which,  in  combination,  may  significantly 
contribute  to  improving  federal  trade  promotion  efforts.   Among 
these  are  centralizing  management  of  federally  sponsored  trade 
events,  improving  cooperation  with  state  government  trade 
promotion  efforts,  and  consolidating  in  one  organization 
responsibility  for  most  federal  feasibility  study  grants  for 
major  capital  projects.   However,  some,  but  not  all  of  the 
changes  discussed  in  the  plan,  such  as  providing  additional 
training  for  trade  promotion  staff  in  the  field,  appear  to 
require  additional  spending;  and  the  plan  is  silent  on  the 
sources  for  these  funds. 

The  strategic  plan  also  commits  the  administration  to  making 
several  more  far-reaching  changes — under  tight  time  frames--that, 
in  our  view,  could  significantly  reduce  program  overlap  and 
improve  interagency  coordination.   For  example,  as  we  proposed  in 
October  1992, 3  the  strategic  plan  commits  federal  trade 
promotion  agencies  to  establish  "one-stop  shop"  trade  promotion 
centers  for  providing  services  to  U.S.  businesses.   In  an  effort 
to  determine  the  best  ways  to  create  these  centers,  the  plan 


3  See  One-stop  Shops  (GAO/GGD-93-1R,  Oct.  6,  1992) 
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provides  for  the  establishment  and  subsequent  evaluation  of 
different  types  of  one-stop  shops. 

Furthermore,  the  plan  establishes  a  1  year  period  in  which  to 
resolve  problems  with  the  Small  Business  Administration's  (SBA) 
export  revolving  line  of  credit  program.4   If  SBA  cannot 
effectively  manage  this  program  within  that  period,  the  plan 
proposes  to  consolidate  in  the  Export- Import  Bank  of  the  United 
States  (Eximbank)  all  export  finance  assistance  for  working 
capital  purposes. 

The  plan  also  proposes  to  strengthen  coordination  between  trade 
promotion  and  trade  policy  agencies,  with  the  objective  of 
targeting  some  trade  promotion  efforts  to  take  advantage  of 
opportunities  presented  by  successful  trade  policy  initiatives. 
We  believe  that  such  coordination  should  be  a  two-way  street.   It 
should  not  only  ensure  that  trade  promotion  agencies  seek  to 
capitalize  on  markets  opened  through  trade  policy  initiatives, 
but  also  that  trade  policy  initiatives  seek  to  open  markets  that 
hold  the  greatest  potential  for  sales  by  U.S.  exporters. 


4  Through  this  program,  SBA  guarantees  repayment  of  loans  made  by 
financial  institutions  to  small  businesses  for  export  related 
purposes.   These  purposes  include  financing  working  capital 
needed  to  manufacture  products  for  export,  to  purchase  goods  or 
services  for  export,  to  develop  foreign  markets,  or  to  finance 
foreign  accounts  receivables. 
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We  are  also  encouraged  by  the  plan's  commitment  to  a  more 
systematic  use  of  performance  measures  to  evaluate  the  usefulness 
of  trade  promotion  programs.   We  caution,  however,  that  great 
care  should  be  taken  in  establishing  what  method  is  to  be  used  to 
assess  performance.   If  the  wrong  measures  of  success  are  used, 
TPCC  cannot  make  good  decisions  about  what  to  change.   This  is  a 
problem  that  I  have  referred  to  in  the  past  as  "managing  to  the 
imperfect  indicator." 

Evaluation  of  export  promotion  programs  is  very  difficult.   There 
is  always  the  temptation  to  focus  on  what  can  be  easily  measured, 
or  to  justify  programs  in  terms  of  alleged  exports  generated  and 
jobs  created.   It  is  very  difficult  methodologically  to  establish 
a  one-to-one  relationship  between  trade  promotion  programs  and 
specific  exports.   In  this  regard,  one  measure  that  should  be 
used  to  assess  the  success  of  each  program  is  scientifically 
valid  surveys  that  accurately  reflect  client  or  customer 
satisfaction  with  the  usefulness  of  the  services  provided. 

THE  CONTINUING  EFFORT 

Finally,  the  plan  commits  TPCC  to  completing  the  more  difficult 
requirements  of  establishing  priorities  for  federal  trade 
promotion  activities  and  developing  a  unified  budget  that,  in  the 
plan's  words,  will  "allocate  resources  by  agency,  activity,  and 
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geographic  focus."   The  plan  states  that  a  National  Economic 
Council  (NEC)  interagency  group,  chaired  by  the  Commerce 
Department,  will  establish  the  trade  promotion  priorities.   And  a 
TPCC  working  group  will  assist  the  Office  of  Management  and 
Budget  to  translate  these  priorities  into  a  unified  budget. 

To  be  successful,  the  TPCC  effort,  from  here  on,  will  require 
continued,  sustained,  high-level  administration  involvement  and 
support.   Only  with  such  involvement  can  major  change  be 
effected.   In  particular,  it  is  essential  that  the  leadership  of 
the  five  core  agencies  involved  in  trade  promotion—the 
Departments  of  Agriculture  and  Commerce,  Eximbank,  the  Agency  for 
International  Development,  and  SBA--actively  support  the 
development  of  the  new  priorities  and  budget.   Together,  these 
agencies  represent  well  over  90  percent  of  federal  outlays  on 
trade  promotion  and  fund  virtually  all  federal  field  operations 
performing  trade  promotion  activities. 

The  acid  test  of  the  value  of  the  TPCC  process  will  be  the 
results  of  the  priority  setting  and  the  creation  of  the  unified 
budget.   Both  are  scheduled  to  be  completed  within  the  context  of 
the  fiscal  year  1995  budget.   We  would  like  to  suggest  several  of 
the  basic  criteria  Congress  could  use  to  evaluate  TPCC's 
subsequent  efforts,  particularly  with  regard  to  setting 
priorities  and  developing  a  unified  trade  promotion  budget. 
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Setting  Priorities 

We  would  expect  NEC  to  use  a  well-reasoned  analytical  methodology 
for  establishing  federal  trade  promotion  priorities.   These 
priorities  should  form  the  foundation  for  the  strategic  plan  and, 
accordingly,  for  the  entire  effort  to  reshape  federal  trade 
promotion  activities.   Only  sound  priorities  can  form  a  firm 
basis  for  establishing  a  new  budget  and  ensuring  the  highest 
return  on  the  trade  promotion  dollar  for  the  U.S.  taxpayer. 

A  rigorous  methodology  should  carefully  define  federal  "trade 
promotion"  activities.   It  should  identify  the  best  industry  and 
market  candidates  for  trade  promotion  assistance.    In  so  doing, 
the  federal  government  would  not  be  "picking  winners  and  losers," 
but  prudently  setting  priorities  in  order  to  ensure  the  best  use 
of  trade  promotion  funds.   A  rigorous  methodology  should  then  (1) 
use  customer  views  of  their  requirements  to  identify  the  types  of 
assistance  that  firms  in  these  industries  need,  but  cannot 
obtain,  from  nonfederal  sources;  and  (2)  ascertain  which  of  these 
unmet  needs  are  appropriate  for  federal  agencies  to  provide  and 
would  yield  the  greatest  return  to  taxpayers. 

Finally,  upon  developing  these  priorities,  TPCC  should  assess  the 
usefulness  of  all  federal  trade  promotion  activities  in  light  of 
those  priorities.   This  assessment  should  (1)  clarify  the  roles 
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and  responsibilities  of  the  various  agencies  that  promote  U.S. 
exports  and  (2)  carefully  inventory  and  assess  each  federal  trade 
promotion  activity  to  determine  its  comparative  advantage  in 
delivering  needed  export  services  to  U.S.  businesses  identified 
as  the  best  candidates  for  trade  promotion  assistance.   This 
assessment  should  be  exhaustive  and,  where  appropriate,  result  in 
the  integration  or  elimination  of  federal  programs. 

A  Unified  Budget 

We  view  developing  a  unified  trade  promotion  budget  as  one  of 
TPCC's  top  priorities.   The  unified  budget  should  reflect  the 
newly  established  federal  trade  promotion  priorities  and 
facilitate  the  process  of  reallocating  funds  within  and  among 
agencies.   The  current  range  of  programs  and  allocation  of 
government  resources  grew  up  without  any  overarching  strategy  or 
set  of  objectives.   Therefore,  an  inventory  of  programs  and  a 
resource  allocation  that  reflect  a  deliberate  analytically-based 
effort  to  make  the  most  effective  use  of  available  public 
resources  should  represent  substantial  change  from  the  past.   It 
appears  to  us  that  one  obvious  measure  of  success  of  the  unified 
budget  process  would  be  the  extent  to  which  the  unified  budget 
changes  the  distribution  of  resources  to  the  various  priorities, 
programs,  and  agencies. 
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The  new  resource  allocation  process  should  ensure  that  (1) 
federal  trade  promotion  activities  of  great  value  to  the  business 
community  receive  continued  or,  if  appropriate,  expanded  funding; 
(2)  activities  that  no  longer  serve  a  purpose  or  duplicate  other 
more  effective  activities  are  pared  back  or  eliminated;  and  (3) 
activities  that  complement  each  other  are  better  coordinated. 
The  budget  proposals  should  also  reflect  each  agency's 
comparative  advantage  in  delivering  priority  export  services  to 
the  business  community,  and  the  more  streamlined  and  better- 
coordinated  program  offerings  that  result  from  the  process  of 
reshaping  federal  trade  promotion  activities. 

CONCLUSION 

The  Export  Enhancement  Act  of  1992  established  a  process  intended 
to  improve  the  effectiveness  and  efficiency  of  federal  activities 
to  promote  trade.   The  first  report  on  this  effort  identifies 
some  potentially  significant  changes  that  have  resulted  from  TPCC 
deliberations  to  date.   In  addition,  the  report  clearly  commits 
the  administration  to  completing  the  difficult  tasks  of  setting 
governmentwide  priorities  and  creating  a  unified  budget  for 
federal  export  promotion  activities  within  the  context  of  the 
fiscal  year  1995  budget.   If  this  continuing  effort  is 
successful,  TPCC  will  make  a  significant  contribution  to 
improving  the  federal  government's  efforts  to  promote  exports. 

Mr.  Chairman,  this  concludes  my  prepared  statement.   I  will  be 
happy  to  try  to  answer  any  guestions  you  or  other  Members  of  the 
Subcommittee  may  have. 
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